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COPYRIGHT LAW REVISION

TUESDAY, JULY 31, 1973

U.S. SENATE,
SUBCOMMITTEE ON PATENTS, TRADEMARKS AND COPYRIGHTS

OF THE COMMITTEE ON THE JUDICIARY,
Washington, D.C.

The committee met, pursuant to notice, at 10:05 a.m., in room 1114,
Dirksen Senate Office Building Senator John L. McClellan presiding.

Present: Senator McClellan [presiding], Burdick, Fong.
Also present: Thomas C. Brennan, chief counsel.
Senator MCCLELLAN. The committee will come to order. I under-

stand other members of the committee may E3 present later but we
will not wait on them. We will begin.

We are so occupied with our duties today, they are so voluminous
and so burdensome, Senators just can't be everywhere they should be
and all places they should be. Time just does not permit it. I am sup-
posed to be in an appropriation conference this morning over in the
House; I could not do that; I had to leave my proxy. So we will just
have to proceed and take up the time we have allotted to this today
and tomorrow whether others can attend or not.

The Chair would like to make this brief, opening statement.
The subcommittee today is reopening the hearings on legislation

for general revision of the copyright law, S. 1361.
Some commentators in recent years have expressed concern that the

Congress has too frequently yielded the initiative in legislative matters
to the executive branch of the Government.

The legislation that is before us today is exclusively the work product
of the legislative branch of the Government and despite the many
other pressing demands upon the time of the Members of Congress,
I think it is appropriate that we now undertake to process the pending
bill which incorporates a copyright revision program.

The subcommittee has previously held 17 days of hearings on copy-
right revision, during which time we received testimony from approxi-
mately 150 witnesses. A number of public and staff conferences were
held subsequent to the earlier hearings.

So now without objection, the Chair directs that the previous hear-
ings on S. 1006 of the 89th Congress and S. 597 of the 90th Congress
be incorporated by reference as part of the proceedings on S. 1361.

Action on copyright legislation has been necessarily delayed await-
ing a resolution of several issues, most notably the formulation by the
Federal Communications Commission of a new cable television reglla-
tory scheme. This has now been accomplished through the able leader-
ship of Chairman Dean Burch.

(1)
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Now today and tomorrow we will hear testimony of witnesses on
selected copyr:ght issues, concerning which there have been develop-
ments since the previous hearings. There are a number of other con-
troversial issues in this legislation and these will be further reviewed
by the subcommittee as the bill is processed.

Mr. Counsel, do you have any statement before we proceed?
Mr. BRENNAN. Yes, I do, Mr. Chairman. I request at this time that

the notice of this hearing to be followed by the text of the bill, S. 1361,
be prited in the record.

Senator MoCLELLATN. The notice of the hearing and a copy of S. 1361,
the bill under consideration will be printed in the record at this point.

[The notice of the hearing and a copy of the bill, S. 1361, follow:]

[Congreasional Record-Senate. July 10. 1973]

NOTICE OF H1aTaNOS ON S. 1861

Mr. MCCLELL&N. Mr. President, as chairman of the Subcommittee on Patents,
Trademarks and Copyrights I previously announced that the subcommittee would
reopen the hearings on legislation for the general revision of the copyright law,
S. 1861, to receive additional testimony on selected issues.

The dates and issues of the hearings are as follows: July 31, morning-library
photocopying; July 31, afternoon-general educational exemptions; August 1,
morning--cable television royalty schedule; August 1, afternoon--carriage of
sporting events by cable television, and August 1; afternoon-religious broad-
casting exemption.

The hearings will commence each day at 10 a.m. and 2 p.m. in room 1114 of the
Dirksen Senate Office Building.

The subcommittee will allocate time to the principal representatives of the
various noints of view on each issue. Those who cannot be accommodated during
the hearings may submit written statements for inclusion in the record.

Those who desire additional information should contact the staff of the sub-
committee at 22.5-2268.
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93o CONGRESS S. 1361lesio S. 1361

IN THE SENATE OF THE UNITED STATES

MARCH 26,1973

Mr. McCry.nAN introduced the following ibill; which was read twice and
referred to the Committee on the Judiciary

A BILL
Ferthe geeral revioun of the Copyright Iaw, title 17 of the United States

Code, and for other purposea

1 Be it aed by the eenate atd Howu of Reprw atives of the

2 Vtied State of Amerioa in Congre ssa emked,

3 TITLE I- .N-tERAL REVISION OF COPYRIGIHT LAW

4 Sc. 101. Title 17 of the United States Code, entitled UCopyrights,"

5 is hereby amended in its entirety to read as follows:

6 TITLE 17-COPYRIGHTS

1. SuBrMTr MAZ Au 00 aor o or ---- ------- 101
. Oonvalsxv Owmsaw ADm . 201

3. DUR ATION or_ O__rs___-_____- 80

S. aerm'Xr OINTM _M _ __ A..D. 01

7. Orrum _ O _m _-____ ------------- - 70

8. Coro xT r _ _rn , -----,_ .-.----- 801

Chapter I-SUBJECT MATTER AND SCOPE OF COPYRIGHT

101. Definitions.
102 Subject matter o copyright: In eneral.
10. 8ubject matters of copyright: Compilations and derivative work.
104. Subject matter of copyright: National origin.
106. 8ubject matter cf copyright: United States Government works.
10. Exclusinve rights in copyrighted workslu
107. Limitations on cxclusive rigts: Fair use.
10. limltations on exclumlve rights: Reproduction by libraries and archieb .

II-O
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1 TITLE 17-COPYRIGHS-Continued
2 Chapter I-SUBJECT MATTER AND SCOPE OF

3 COPYRIGHT-Continued
8e.
10. IAmitations on excluive rights: Effect of trasfer of particular copy or

phonorecord
110. Limitations on exclusive rights: Exemption of certain performances and

dlsplys.
111. Limitations on exclusive rights: Secondary transmisslons
112. Limitations on exclusive rights: Ephemeral recordings.
118. Scope of exclusive rights in pictorial, graphic, and sculptural works.
114. Scope of exclusive rights in sound recordings.
115. Scope of exclusive rights In nondramutic musical w urks: Compulsory license

for making and dstrlbuting phonorecords.
116. Scope of exclusive rights in nondramatic musical works and sound record-

lngs: Public performanoes by means of colnoperated phonorecord players.
117. Scope of exclusive rights: Use In conjunctlon with computers and similar

information systems.

4 §101. Definitions

5 As used in this title, the following terms and their variant forms
6 mean the following:

7 An "anonymous work" is a work on the copies or phonorecords
8 of which no natural person is identified as author.

9 "Audiovisual works" are works that consist of a series of related

10 images which are intrinsically intended to be shown by the use of

11 machines or devices such as projectors, viewers, or electronic

12 equipment, together with accompanying sounds, if any, regardless

13 of the nature of the material objects, such as films'or tapes, in

14 which the works are embodied.

15 The "best edition" of a work is the edition, published in the

16 United States at any time before the date of deposit, that the Li-

17 brary of Congress determines to be most suitable for its purposes.

18 A person's "children" are his immediate offspring, whether

19 legitimate or not, and any children legally adopted by him.

20 A "collective work" is a work, such as a periodical issue, an-

21 thology, or encyclopedia, in which i number of contributions,

22 constituting separate and independent works in themselves, are

23 assembled into a collective whole.

24 A "compilation" is a work formed by the collection and assem-

25 bling of pre-existing materials or of data that are selected, coordi-

26 nated, or arranged in such a way that the resulting work as a

27 whole constitutes an origin il work of authorship. The term "com-

28 pilation" includes collective works.

29 "Copiee" are materal objects, other than phonorecords, in which

30 a work is fixed by any method now known or later developed, and

31 X from which the work can be perceived, reproduced, or otherwise

32 communicated, either directly or with the aid of a machine or
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8

1 device. The term "copies" includes the material object, other than

2 a phonorecord, in which the work is first fixed.

3 "Copyright owner," with respect to any one of the exclusive

4 rights comprised in a copyright, refers to the owner of that par-

5 ticular right.

6 A work is "created" when it is fixed in a copy or phonorecord

7 for the first time; where a work is prepared over a period of time,

8 the portion of it that has been fixed at any particular time con-

9 stitutes the work as of that time, and where the work has been

10 prepared in different versions, each version constitutes a separate

11 * work.

12 A "derivative work" is a work based upon one or more pre-

18 existing works, such as a translation, musical arrangement, dram-

14 atization, fictionalization, motion picture version, sound record-

15 ing, art reproduction, abridgment, condensation, or any other

16 form in which a work may be recast, transformed, or adapted. A

17 work consisting of editorial revisions, annotations, elaborations,

18 or other modifications which, as a whole, represent an original

19 work of authorship, is a "derivative work."

20 A "device," "machine," or "process" is one now known or later

21 developed.

22 To "display" a work means to show a copy of it, either directly

23 or by means of a film, slide, television image, or any other device

24 or process or, in the case of a motion picture or other audiovisual

25 work, to show individual images nonsequentially.

26 A work is "fixed" in a tangible medium of expression when its

27 embodiment in a copy or phonorecord, by or under the authority

28 of the author, is sufficiently permanent or stable to permit it to

29 be perceived, reproduced, or otherwise communicated for a period

30 of more than transitory duration. A work consisting of sounds,

31 images, or both, that are being transmitted, is "fixed" for ptir-

32 poses of this title if a fixation of the work is being made simultane-

33 ously with its transmission.

34 The terms "including" and "such as" are illustrative and not

35 limitative.

36 A "joint work" is a work prepared by two or more authors

37 with the intention that their contributions be merged into insepa-

38 rable or interdependent parts of a unitary whole.

.~) "Literary works" are works other than audiovisual works,

40 expressed in words, numbers, or other verbal or numerical sym-
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1 bols or indicia, regardless of the nature of the material objects,

2 such as books, periodicals, manuscripts, phonorecords, or film, in

3 which they are embodied.

4 A transmitting organization's "local service area" is defined

5 in accordance with the provisions of section 111(f) (2) (C).

6 "Motion pictures" are audiovisual works consisting of a series

7 of related images which, when shown in succession, impart an

8 impression of motion, together with accompanying sounds, if any.

9 To "perform" a work means to recite, render, play, dance, dr
10 act it, either directly or by means of any device or process or, in

11 the case of a motion picture or other audiovisual work, to show its
12 images in any sequence or to make the sounds accompanying it

13 audible, and, in the case of a sound recording, to make audible

14 the sounds fixed in it.
15 "Phonorecords" are material objects in which sounds other than
16 those accompanying a motion picture or other audiovisual work,

17 are fixed by any method now known or later developed, and from

18 which the sounds can be perceived, reproduced, or otherwise com-

19 municated, either directly or with the aid of a machine or device.

20 . The term "phonorecords" includes the material object in which

21 the sounds are first fixed.

22 "Pictorial, graphic, and sculptural works" include two-dimen-

23 sional and three-dimensional works of fine, graphic, and applied

24 art, photographs, prints and art reproductions, maps, globes,

25 charts, plans, diagrams, and models

26 A "pseudonymous work" is a work on the copies or phono-

27 records, of which the author is identified under a fictitious name.

28 "Publication" is the distribution of copies or photorecords of a

29 work to the public by sale or other transfer of ownership, or by

30 rental, lease, or lending. The offering to distribute copies or

31 phonorecords to a group of persons for purposes of further dis-

32 tribution, public performance, or public display, constitutes

33 publication.
84 To perform or display a work "publicly" means:

35 (1) to perform or display it at a place open to the public or
36 at any place where a substantial number of persons outside

37 of a normal circle of a family and its social acquaintances is
38 gathered;

39 (2) to transmit or otherwise communicate a performance
40 or display of the work to a place specified by clause (1) or to
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1 the public, by means of any device or process, whether the

2 members'of the public capable of receiving the performance

3 or display receive it in the same place or in-separate places

4 and at the same time or at different times.

5 "Sound recordings" are works that result from the fixation of

6 a series of musical, spoken, or other sounds, but not including the

7 sounds accompanying a motion picture or other audiovisual work,
8 regardless of the nature of the material objects, such as disks,

9 tapes, or other phonorecords, in which they are embodied.
10 "State" includes the District of Columbia and the Common-

11 wealth of Puerto Rico, and any territories to which this title is

12 made applicable by an act of Congress.
13 A "transfer of copyright ownership" is an assignment, mort-

14 gage, exclusive license, or any other conveyance, alienation, or
15 hypothecation of a copyright or of any of thre exclusive rights

16 comprised in a copyright, whether or not it is limited in time or
17 place of effect, but not including a nonexclusive license.

18 A "transmission program" is a body of material that, as an

19 aggregate, has been produced for the sole purpose of transmission
20 to the public in sequence and as a uiit.
21 To "transmit" a performance or display is to communicate it by

22 any device or process whereby images or sounds are received

23 beyond the place from which they are sent.
24 The ':Tnited Staces," when used in a geographical sense, com-
25 prises the several States, the District of Columbia and the Com-
26 monwealth of Puerto Rico, and the organized territories under

27 the jurisdiction of the United States Government.
28 A "useful article" is an article having an intrinsic utilitarian

29 function that is not merely to portray the appearance of the
30 article or to convey information. An article that is normally a part
31 of a useful article i3 considered a "useful article."
32 The author's "widow" or "widower" is the author's surviving

83 spouse under the law of his domicile at the time of his death,

34 whether or not the spouse has later remarried.

35 A "work of the United States Government" is E .,. prepared
36 by an officer or employee of the United States Go ument as part

37 of his official duties.
38 A "work made for hire" is:

39 (1) a work prepared by an employee within the scope of
40 his.employment; or
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1 (2) a work specially ordered or commissioned for use as

2 a contribution to a collective work, as a part of a motion pic-

3 ture or other audiovisual work, as a translation, as a supple-

4 mentary work, as a compilation, as an instructional text, as

5 a test, as answer material for a test, as a photographic or

6 other portrait of one or more persons, or as an atlas, if the

7 parties expressly agree in a written instrument signed by

8 them that the work shall be considered a work made for hire.

9 A "supplementary work" is a work prepared for publication

10 as a secondary adjunct to a work by another author for the

11 purpose of introducing, concluding, illustrating, explaining,

12 revising, commenting upon, or assisting in the use of the other

13 work, such as forewords, afterwords, pictorial illustrations,

14 maps, charts, tables, editorial notes, musical arrangements,

15 . answer material for tests, bibliographies, appendixes, and

16 indexes. An "instructional text" is a literary, pictorial, or

17 graphic work prepared for publication with the purpose of

18 use in systematic instructional activities.

19 § 102. Subject matter of copyright: In general
20 (a) Copyright protection subsists, in accordance with this title, in

21 original works of authorship fixed in any tangible medium of expres-

22 sion, now known or later developed, from which they can be perceived,

23 reproduced, or otherwise communicated, either directly or with the aid

24 of a machine or device. Works of authorship include the following

25 categories:

26 (1) literary works;

27 (2) musical works, including any accompanying words;

28 (3) dramatic works, including any accompanying music;

29 (4) pantomimes and choreographio works;

30 (5) pictorial, graphic, and sculptural works;

31 (6) motion pictures and other audiovisual works;

32 (7) sound recordings.

33 (b) In no case does copyright protection for an original work of

34 authorship extend to any idea, plan, procedure, process, system,

35 method of operation, concept, principle, or discovery, regardless of the

36 form in which it is described, explained, illustrated, or embodied in such

37 work.

38 § 103. Subject matter of copyright: Compilations and derivative
39 works

40 (a) The subject mat:er of copyright as specified by section 102 in-
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1 eludes compilations and derivative works, but protection for a work
2 employing pre-existing material in which copyright subsists does not
8 extend to any part of the work in which such material has been used
4 unlawfully.
5 (b) The copyright in a compilation or derivative work extends
6 only to the material contributed by the author of such work, as dis-
7 tinguished from the pre-existing material employed in the work,
8 and does not imply any exclusive right in the pre-existing material.
9 The copyright in such worlk s independent of, and does not affect

10 or enlarge the scope, duratior, ,ownership, or subsistence of, any copy-
11 right protection in the pre-existing material.
12 § 104. Subject matter of copyright: National origin
13 (a) UNPUBLIrSED WORm.--The works specified by sections 102 and

14 103, while unpublished, are subject to protection under this title with-
15 out regard to the nationality or domicile of the author.
16 (b) PuLsiRzD WomRs.-The works specified by sections 102 and

17 103, when published, are subject to protection under this title if-

18 (1) on the date of first publication, one or more of the authors

19 is a national or domiciliary of the United States, or is a national,

20 domiciliary, or sovereign authority of a foreign nation that is a

21 party to a copyright treaty to which the United States is also a

22 party; or

23 (2) the work is first published in the United States or in a for-

24 eign nation that, on the date of first publication, is a party to the

25 Universal Copyright Convention of 1952; or

26 (3) the work is first published by the United Nations or any

27 of its specialized agencies, or by the Organization of American

28 States;or

29 (4) the wvork comes within the scope of a Presidential procla-

30 mation. Whenever the President finds that-a particular foreign

31 nation extends, to works by authors who are nationals or domicili-

32 aries of the United States or to works that are first published in

33 the United States, copyright protection on substantially the same

34 basis as that on which the foreign nation extends protection to

35 works of its own nationals and domiciliaries and works first pub-

36 lished in that nation, he may by proclamation extend protection

37 under this title to works of which one or more of the authors is,

38 on the date of first publication, a national, domiciliary, or sov-

39 ereign authority of that nation, or which was first published in

40 that nation. The President may revise, suspend, or revoke any
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1 such proclamation or impose any conditions or limitations on

2 protection under a proclamation.

8 §105. Subject matter of copyright: United Staies Government

4 works

5 Copyright protection under this title is not available for any work

6 of the United States Government, but the United States Government

7 is not precluded from receiving and holding copyrights transferred

8 to it by assignment, bequest, or otherwise.

9 § 106. Exclusive rights in copyrighted works

10 Subject to sections 107 through 117, the owner of copyright under
11 this title has the exclusive rights to do and to authorize any of the

12 following:

13 (1) to reproduce the copyrighted work in copies or phono-
14 records;

15 (2) to prepare derivative works based upon the copyrighted
16 work;

17 (8) to distribute copies or phonorecords of the copyrighted

18 work to the public by sale or other transfer of ownership, or by

19 rental, lease, or lending;

20 (4) in the case of literary, musical, dramatic, and choreographic

21 works, pantomimes, motion pictures and other audiovisual works,
22 and sound recordings, to perform the copyrighted work publicly;

23 (5) in the case of literary, musical, dramatic and choreographic

24 works, pantomimes, and pictorial, graphic, or sculptural works,

25 including the individual images of a motion picture or other

26 audiovisual work, to display the copyrighted work publicly.

27 § 107. 1imitatio" - on exclusive rights: Fair use
28 Notwithstandi.g the provisions of section 106, the fair use of a

29 copyrighted work, including such use by reproduction in copies or

30 phonorecords or ',y any other means specified by that section, for pur-

31 poses such as criticism, comment, news reporting, teaching, scholar-
832 ship, or research, is not an infringement of copyright. In determining

883 whether the use made of a work in any particular case is a fair use

34 the factors to be considered shall include:

35 (1) the purpose and character of the use;

36 (2) thenature of the copyrighted work;

37 (3) the amount and substantiality of the portion used in re-

38 lation to the copyrighted work as a whole; and

89 (4) the effect of the use upon the potential market for or value

40 of the copyrighted work.
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1 j 10& Limitations on exclusive rights: Reproduction by libraries
2 sad archives
3 (a) Notwithstanding the provisions of section 106, it is not an in-
4 fringement of copyright for a library or archives, or any of its em-
5 ployees acting within the scope of their employrment, to reproduce no
6 more than one copy or phonorecord of a work, or distribute such copy
7 or. phonorecord, under the conditions specified by this section and if:
8 (1) The reproduction or distribution is made without any pur-
9 pose of direct or indirect commercial advantage; and

10 (2) The collections of the library or archives are (i) open to the
11 public, or (ii) available not only to researchers affiliated with the
12 library or archives or with the institution of which it is a part, but
18 also to other persons doing research in a specialized field,
14 (b) The rights of reproduction and distribution under this section
15 apply to a copy or phonorecord of an unpublished work duplicated in
16 facsimile form solely for purposes of preservation and security or for
17 deposit for research use in another library or archives of the type de-
18 scribed by clause (2) of subsection (a), if the copy or phonorecord
19 reproduced is currently in the collections of the library or archives.
20 (c) The right of reproduction under this section applies to a copy
21 or phonorecord of a published work duplicated in facsimile form solely
22 for the purpose of replacement of a copy or phonerecord that is dam-
23 aged, deteriorating, last, or stolen, if the library or archives has, after
24 a reasonable effort, determined that an unused replacement cannot be
25 obtained at a normal price from commonly-known trade sources in the
26 United States, including authorized reproducing services.
27 (d) The rights of reproduction and distribution under this section
28 apply to a copy of a work, other than a musical work, a pictorial,
29 graphic or sculptural work, or a motion picture or other audio-visual
30 work, made at the request of a user of the collections of the library or
31 archives, including a user who makes his request through another
32 library or archives, if:
33 (1) The user has established to the satisfaction of the library
34 or archives that an unuse' copy cannot be obtained at a normal
35 price from commonly known trade sources in the United States,
36 including authorized reproducing services;
37 (2) The copy becomes the property of the user, and the library
38 or archives has had no notice that the copy would be used for any
39 purpose other than private study, scholarship, or research; and
40 (3) The library or archives displays prominently, at the place

20-344 0 - 73 - 2
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1 where orders are accepted, and includes on its order form, a warn-

2 ing of copyright in accordance with requirements that the Register

3 of Copyrights shall prescribe by regulation.

4 (e) Nothing in this section-

5 (1) shall be construed to impose liability for copyright infringe-

6 ment upon a library or archives or its employees for the unsuper-

7 vised use of reproducing equipment located on its premises,

8 provided that such equipment displays a notice that the making

9 of a copy may be subject to the copyright law;

10 (2) excuses a person who uses such reproducing equipment or

11 who requests a copy under subsection (d) from liability for copy-

12 right infringement for any such act, or for any later use of such

13 copy, if it exceeds fair use as provided by section 107;

14 (3) in any way affects the right of fair use as provided by

15 section 107, or any contractual obligations assumed by the library

16 or archives when it obtained a copy or phonorecord of the work

17 for its collections.

18 (f) The rights of reproducing or distributing "no more than one

19 copy or phonorecord" in accordance with this section extend to the iso-

20 lated and unrelated reproductionr. or distribution of a single copy or

21 phonorecord of the same work on separate occasions, but do not extend

22 to cases where the library or archives, or its employee, is aware or has

283 substantial reason to believe that it is engaging in the related or

24 concerted reproduction or distribution of multiple copies or phono-

25 records of the same work, whether on one occasion or over a period of

26 time, and whether intended for aggregate use by one individual or

27 for separate use by the individual members of a group.

28 § 109. Limitations on exclusive rights: Effect of transfer of par-

29 tictular copy or phonorecord

80 (a) Notwithstanding the provisions of section 106 (8), the owner of

31 a particular copy or phonorecord lawfully made under this title, or any

32 person authorized by him, is entitled, without the authority of the

33 copyright owner, to sell or otherwise dispose of the possession of that

34 copy or phonorecord.

35 (b) Nothwithstanding the provisions of section 106(5), the owner

36 of a particular copy lawfully made under this title, or any person

37 authorized by him, is entitled, without the authority of the copyright

38 owner, to display that copy publicly, either directly or by the projec-

39 tion of no more than one image at a time, to viewers present at the

40 place where the copy is located.
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1 (c) The privileges prescribed by subsections (a) and (b) do not,

2 unless authorized by the copyright owner, extend to any person who

8 has acquired possession of the copy or phonorecord from the copy-

4 right owner, by rental, lease, loan, or otherwise, without acquiring

5 ownership of it.

6 § 110. Limitations on exclusive rights: Exemption of certain per-

7 formances and displays

8 Notwithstanding the provisions of section 106, the following are not

9 infringements of copyright:

10 (1) performance or display of a work by instructors or pupils

11 in the course of face-to-face teaching activities of a nonprofit edu-

12 cational institution, in a classroom or similar place devoted to

13 instruction, unless, in the case of a motion picture or other audio-

14 visual work, the performance, or the display of individual images,

15 is given by means of a copy that was not lawfully made under this

16 title and that the person responsible for tne performance knew or

17 had reason to believe was not lawfully made;

18 (2) performance of a nondramatic literary or musical work or

19 of a sound recording, or display of a work, by or in the course of a

20 transmission, if:

21 (A) the performance or display is a regular part of the

22 systematic instructional activities of a governmental body or

23 a nonprofit educational institution; and

24 (B) the performance or display is directly related and of

25 material assistance to the teaching content of the transmis-

26 sion; and

27 (C) the transmission is made primarily for:

28 (i) reception in classrooms or similar places normally

29 devoted to instruction, or

30 (ii) reception by persons to whom the transmission is

31 directed because their disabilities or other special circum-

32 stances prevent their attendance in classrooms or similar

33 places normally devoted to instruction, or

34 (iii) reception by officers or employees of govern-

35 mental bodies as a part of their official duties or employ-

36 ment;

37 (3) performance of a nondramatic literary or musical work

38 or of a dramatico-musical work of a religious nature, or of a sound

39 recording, or display of a work, in the course of services at a

40 place of worship or other religious assembly;
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1 (4) performance of a nondramatic literary or musical work or

2 of a sound recording, otherwise than in a transmission to the pub-

3 lie, without any purpose of direct or indirect commercial advan-

4 tage and without payment of any fee or other compensation for

,, the performance to any of its performers, promoters, or orga-

6 nizers, if:
7 (A) there is no direct or indirect admission chare, or

8 (B) the proceeds, after deducting the reasonable costs of

9 producing the performance, are used exclusively for educa-

10 tional, religious, or charitable purposes and not for private

11 financial gain, except where the copyright owner has served

12 notice of his objections to the performance under the follow-

13 ing conditions:

14 (i) The notice shall be in writing and signed by the

15 copyright owner or his duly authorized agent; and

16 (ii) The notice shall be served on the person respon-

17 sible for the performance at least seven days before tlhe

18 date of the performance, and shall state the reasons for

19 his objections; and

20 (iii) The notice shall comply, in form, content, and

21 manner of service, with requirements that the Register

22 of Copyrights shall prescribe by regulation;

23 (5) communication of a transmission embodying a performance

24 or display of a work by the public reception of the transmission

25 on a single receiving apparatus of a kind commonly used in pri-

26 vate homes, unless:

2'~ (A) a direct charge is made to see or hear the transmis-

28 sin; or

29 (B) the transmission thus received is further transmitted

30 to the public;

31 (6) performance of a nondramatic musical work or of a sound

32 recording in the course of an annual agricultural or horticultural

83 fair or exhibition conducted by a governmental body or a non-

34 profit agricultural or horticultural organization;

85 (7) performance of a nondramatic musical work or of a sound

36 recording by a vending establishment open to the public at large

37 without any direct or indirect admission charge, where the sole

38 purpose of the performance is to promote the retail sale of copies

39 or phonorecords of the work and the performance is not trans-

40 mitted beyond the place where the establishment is located.
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1 § 111. Liitations on exclusive rights: Seeondary transmissions

2 (a) CzrrAN SzcOxNDAr TNM8ssxoxs ExP nD.-The second-

3 ary transmission of a primary transmission embodying a performance
4 or display of a work is not an infringement of copyright if:

5 (1) the secondary transmission is not made by a cable system,
6 and consists entirely of the' relaying, by the management of a

7 hdtel, apartment house, or similar establishment, of signals trans-
8 mitted by a broadcast station licensed by the Federal Communica-
9 tions Commission, within the local service area of such station, to

10 the private lodgings of guests or residents of such establishment,

11 and no direct charge is made to see or hear the secondary trans-
12 mission; or

13 (2) the secondary transmission is made solely for the purpose

14 and under the conditions specified by clause (2) of section 110; or

15 (8) the secondary transmission is made by a common, contract,

16 or special carrier who has no direct or indirect control over the con-

17 tent or selection of the primary transmission or over the particu-

18 lar recipients of the secondary transmission, and whose activities

19 with respect to the secondary transmission consist solely of pro-

20 viding wires, cables, or other communications channels for the use

21 of others: Providd, That the provisions of this clause extend

22 only to the activities of said carrier with respect to secondary

23 transmissions and do not exempt from liability the activities of

24 others with respect to their own primary or secondary transmis-

25 sion; or

26 (4) the secondary transmission is made by a governmental

27 body, or other nonprofit organization, without any purpose of di-

28 rect or indirect commercial advantage, and without charge to the
29 recipients of the secondary transmission other than assessments

30 necessary to defray the actual and reasonable costs of maintaining

31 and operating the secondary transmission service.

32 (b) SzOONvARr TRuAswssior or PoanRy TAIIsN soq Tvo CoN-
33 TRO GRouP.-Notwithstanding the provisions of aubsections (a)

34 and (c), the secondary transmission to the public of a primary trans-

35 mission embodying a performance or display of a work is actionable as

36 an act of infringement under section 501, and is fully subject to the

37 remedies provided by sections 502 through 506, if the primary trans.

38 mission is not made for reception by the public at large but is con-

39 trolled and limited to reception by particular members of the public.
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1 (c) SzcoNDarY TiRANSIsSIo Ns BY CABLE SYsTM8S.-

2 (1) Subject to the provisions of subsections (a) and (b), but not-

3 wi'hstanding the provisions of clauses (2) and (4) of this subsection,

4 the secondary transmission to the public by a cable system of a pri-

5 mary transmission made by a broadcast station licensed by the Federal

6 Communications Commission and embodying a performance or display

7 of a work is subject to compulsory licensing under the conditions speci-

8 fled by subsection. (d), in the following cases:

9 (A) Where the signals comprising the primary transmission

10 are exclusively aural; or

11 (B) Where the reference point of the cable system is within the

12 local service area of the primary transmitter; or

13 (C) Where the reference point of the cable system is outside

14 any United States television market, as defined in accordance

15 with subsection (f).

16 (2) Subject ;., the provisions of subsections (a), (b), and (e) and

17 of ciauses (1) and (4) of this subsection, the secondary transmission

18 to the public by a cable system of a primary transmission made by a

19 broadcast station licensed by the Federal Communications Commis-

20 sion and embodying a performance or display of a work is subject to

21 compulsory licensing under the conditions specified by subsection (d),

'2 in the following cases:

23 (A) Where the reference point of the cable system is within a

24 United States television market, as defined in accordance with

25 subsection (f), but the signal of the primary transmitter-

26 (i) when added to the signals of those television broadcast

27 stations whose local service areas are within that market,

28 and of any other television broadcast stations whose signals

29 are being regularly and lawfully used under this section by

30 the cable system for secondary transmissions, does not exceed

31 the number of signals of stations specified by clause (3)

32 as comprising adequate television service for that market;

33 and

.34 (ii) is the signal of a television broadcast station of the

35 type whose lack deprives the market of adequate service in

36 accorda.-e with the standards specified by clause (3), and

37 is closer to the market than the signal of any other station

38 of the same type, whose local service area is not within the

39 market; or

40 (B) Where, notwithstanding the provisions of subclause (A),
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1 the cable system or its predecessor in title had, before January 1,

2 1971, in accordance with the applicable rules of the Federal

8 Communications Commission, made regular secondary trans-

4 missions of the transmissions of the primary transmitter or its

5 predecessor in title. And provided that such regular secondary

6 transmissions shall be exempt from the requirements of clauses

7 (4) (A) and (4) (B) of subsection (c).

8 (8) For the purposes of this subsection, "adequate television serv-

9 ice" within a United States television market is defined according to

10 the numerical rank of the market and the number and type of those

11 operating broadcast stations licensed by the Federal Communications

12 Commission whose local service areas are within that market. Con-

18 struction permits shall not be included in any computation for this

14 purpose.

15 (A) In markets 1 through 50, adequate television service com-

16 prises the network stations transmitting the programs of all the

17 television networks providing national transmissions, three inde-

18 pendent commercial stations, and one noncommercial educational

19 station.

20 (B) In markets 51 and below, adequate television service com-

21 prises the network stations transmitting the programs of all the

22 television networks providing national transmissions, two inde-

23 pendent commercial stations, and one noncommercial educational

24 station.

25 (4) Subject to the provisions of subsections (a) and (b) and of

26 clause (1) of this subsection, but notwithstanding the provisions of

27 clause (2) ol this subsection, the secondary transmission to the public

28 by a cable system of a primary transmission made by a broadcast

29 station licensed by the Federal Communications Commission and

30 embodying a performance or display of a work is actionable as an

81 act of infringement under section 501, and is fully subject to the

32 remedies provided. by sections 502 through 506, in the following

38 cases:

34 (A) Where the cable system, at leas; one month before the

85 date of the secondary transmission, has not recorded the notice

36 specified by subsection (d); or

37 (B) Where the reference point of the cable system falls within
38 a circle defined by a radius of thirty-five air miles, or within a

39 radius as subsequently determined by the Federal Communica-

40 tions Commission, after notice and public hearings, from the cen-
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1 ter of a IUnited States television market, as defined in accordance
2 with subsection (f), and-

3 (i) the primary transmission is made by a television broad-
4 cast station whose local service arcs is outside the market; and

5 (ii) a television.broadcast station licensed by the Federal
6 Communications Commission, whose local service area is
7 within the market: has the exclusive right, under an exclusive

8 license or other transfer of copyright, to transmit any per-
9 formance or display of the same version of the work covered

10 by the exclusive license or other transfer of copyright; and
11 (iii) except where the market is one of the first fifty of the
12 United States television markets, the particular version of the
18 work covered by the exclusive license or other transfer of
14 copyright has never been transmitted to the public in a syndi-
15 cated showing in the market by the station specified by para-
16 graph (ii), or by any other television broadcast stations
17 licensed by the Federal Communications Commission whose
18 local service area is within the market; and
19 (iv) the station specified by paragraph (ii) has given
20 written notice of said exclusive right to the cable system
21 within the specified time limits and in accordance with the

22 other requirements that the Register of Copyrights shall pre-
28 scribe by regulation.
24 (C) Where the reference point of the cable system is within
25 a United States television market, a defined i accordance with

26 subsection (f), and-

27 (i) the content of the particular transmission program
28 consists primarily of an organized professional team sporting
29 event occurring simultaneously with the initial fixation and
30, primary transmission of the program; and

31 (ii) the secondary transmission is made for reception
32 wholly or partly outside the local service area of the primary
33 transmitter; and
84 (iii) the secondary tranmission is made for rcaption

35 wholly or partly within the local service area of one or more
36 television broadcasting stations licensed by the Federal Com-

37 munications Commission, none of which hua received author-

38 ization to transmit said program within such area
39 (d) Cowursotr Lcamu co SzmoNDmAr TN'IsasexONx BY CAuLz
40 Sraras--
41 (1) For any secondary transmission to be subject to compulsory
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1 licensing under subsection (c), the cable system shall, at least one

2 month before the date of the secondary transmission, record in the

8 Copyright Office, in accordance with requirements that the Register of

4 Copyrights shall prescribe by regulation, a notice including a state-

5 ment of the identity and address of the person who owns the secondary

6 transmission service or has power to exercise primary control over it,

7 together with the name and location of the primary transmitter.

8 (2) A cable system whose secondary transmissions have been subject

9 to compulsory licensing under subsection (c) shall, during the months

10 of January, April, July, and October, deposit with the Register of

11 Copyrights, in accordance with requirements that the Register shall

12 prescribe by regulation-

18 (A) A statement of account, covering the three months next

14 preceding, specifying the number of channels on which the cable

15 system made secondary transmissions to its subscribers, the names

16 and locations of all .primary transmitters whose transmissions

17 were further transmitted by the cable system, the total number

18 of subscribers to the cable system, and the gross amounts paid to

19 the cable system by subscribers for the basic service of providing

20 secondary transmissions of primary broadca-s transmi ,rs; and

21 (B) A total royalty fee for the period covered by the statement,

22 computed on the basis of specified percentages of the gross receipts

28 from subscribers to the cable service during said period, as

24 follows:

25 (i) 1 percent of any gross receipts up to $40,000;

26 (ii) 2 percent of any gross receipts totalling more than

27 $40,000 but not more than $80,000;

28 (iii) 3 percent of any gross receipts totalling more than

29 $80,000, but not more than $120,000;

30 (iv) 4 percent of any gross receipts totalling more than

31 $120,000, but not more than $160,000; and

32 (v) 5 percent of any gross receipts totalling more than

83 $160,000.
34 The total royalty fee shall include an additional 1 percent of

35 the gross receipts paid by subscribers for the basic service of

36 providing secondary transmissions of primary broadcast trans-

37 mitter for each channel on which the cable system, under a com-

38 pulsory license, is permitted by the Federal Communi '-ins

39 Commission to increase the number of signals comprising ade-

40 quate service pursuant to clause (2) (B) of subswtlon (t).
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1 (3) The royalty fees thus deposited shall be distributed in accord-

2 ance with the following procedures:

3 (A) During the month of July in each year, every person claiming

4 to be entitled to compulsory license fees for secondary transmissions

5 made during the preceding twelve-month period shall file a claim with

6 the Register of Copyrights, in accordance with requirements that Reg-

7 ister shall prescribe by regulation. Notwithstanding any provisions of

8 the antitrust laws (the Act of October 15, 1914, 38 Stat. 730, and any

9 amendments of any suc, laws), for purposes of this clause any claim-

10 ants may agree among themselves as to the proportionate division of

11 compulsory licensing fees among them, may lump their claims together

12 and file them jointly or as a single claim, or may designate a common

13 agent to receive payment on their behalf.

14 (B) After the first day of August of each year, the Register of

15 Copyrights shall determine whether there exists a controversy concern-

16 ing the distribution of royalty fees deposited under clause (2). If he

17 determines that no such controversy exists, he shall, after deducting

18 his reasonable administrative costs under this section, distribute such

19 fees to the copyright owners entitled, or to their designated agents.

20 If he finds the existence of a controversy he shall certify to that fact

21 and proceed to constitute a panel of the Copyright Royalty Tribunal

22 in accordance with section 803. In such cases the reasonable adminis-

23 trative costs of the Register under this section shall be deducted prior

24 to distribution of the royalty fee by the tribunal.

25 (C) After deducting the costs of administration, 15 percent of the

26 royalty fees collected shall be maintained in a special fund, and shall

27 be distributed, according to regulations prescribed by the Register of

28 Copyrights, to the copyright owners, or their designated agents, of

29 musical works.

30 (D) During the pendency of any proceeding under this subsection,

31 the Register of Copyrights or the Copyright Royalty Tribunal shall

32 withhold from distribution an amount sufficient to satisfy all claims

38 with respect to which a controversy exists, but shall have discretion to

34 proceed to distribute any amounts that are not in controversy.

35 (e) PRZEMPnION OFr 07mER LAWS AND REGULATIONS.-

36 (1) Except as provided hv clause (2), on and after January 1, 1975,

37 all Federal, State, and loco laws and regulations restricting the right

38 of a cable system to make secondary transmissions in any case made

39 subject to compulsory licensing by this section are preempted by this

40 title. Thereafter, unless specifically authorized by this subsection, the
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1 Federal Communications Commission or any other governmental

2 agency or instrumentality shall not issue or enforce any order, notice,

3 rule, or regulation requiring a cable system to obtain authority of the

4 copyright owner as a condition for making any secondary transmis-

5 sion, or prohibiting a cable system from making secondary trans-

6 missions within an area where such secondary transmissions are per-

7 missible under the compulsory licensing provisions of subsection (c).

8 However, nothing in this section shall be construed to preempt the

9 authority of the Federal Communications Commission, with respect

10 to a cable system whose reference point is within a United States

11 television market,-

12 (A) to prevent the cable system from further transmitting a

13 primary transmission made by a television broadcast station,

14 whose local service area is outside the market, on the same day

15 that another station licensed by the Commission, whose local serv-

16 ice area is within the market, transmits the same transmission

17 program;

18 (B) to compel the cable system to make secondary transmis-

19 sions of primary transmissions by television broadcast stations

20 licensed by the Commission, whose local service area is within the

21 market; and

22 (C) to regulate the operations of a cable system otherwise than

23 as provided by this section.

24 (2) Notwithstanding the provisions of clause (1), the Federal Com-
25 munications Commission shall have the responsibility to establish vari-

26 ous criteria and definitions as provided by subsection (f), and shall

27 have the authority in the public interest, and in accordance with re- 4
28 quirements that the Commission shall prescribe by regulation, to do

29 the following:

30 (A) to permit a cable system to substitute, for the signal of the

31 station specified in the compulsory licensing provisions of para-

32 graph (ii) of subsection (c) (2) (A), a more distant signal;
33 (B) to increase the number of signals of stations specified

34 in the compulsory licensing provisions of clause (3) of subsec-

35 tion (c) as comprising adequate television service for a United

36 States television market; and
37 (C) to permit a cable system that is required to delete a signal

38 under the provisions of clause (4) of subsection (c), to substitute
39 the signal of another station of the same kind and within the
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1 quantitative limits specified by the compulsory licensing provi-

2 sionsof clause (3) of subsection (c).

8 (f) DzrINITmONs.-

4 (1) As used in this section, the following terms and their variant

5 forms mean the following:

6 (A) A "primary transmission" is a transmission made to the

7 public by the transmitting facility whose signals are being
8 received and further transmitted by the secondary transmission

9 service, regardless of where or when the performance or display

10 was first transmitted.

11 (B) A "secondary transmission" is the further transmitting

12 of a primary transmission simultaneously with the primary

18 transmission.

14 (C) A "cable system" is a facility operated for purposes of com-

15 mercial advantage that receives signals transmitted by one or more
16 television broadcast stations licensed by the Federal Communica-

17 tions Commission and simultaneously makes secondary transmis-

18 sions of such signals by wires, cables, or other communications

19 channels to subscribing members.of the public who pay for such

20 service.

21 (2) As used in this section, the following terms and. their variant

22 forms have the meanings given to them in definitions that the Federal

28 Communications Commission shall publish in the Federal Register

24 during July, 1974, and annually in July thereafter. Said definitions

25 shall have binding effect upon the 1st day of January of the year fo]-

26 lowing their publication; they shall be based upon the general criteria

27 provided by this clause, and upon specific criteria adopted by the Com-

28 mission in the public interest and in the light of changing industry

29 practices and communications technology. Annual publication of the

30 definitions shall be accompanied by publication of lists specifying the

31 reference points for all cable systems in the United States, the numeri-

82 cal rank of all United States television markets, and all network sta-

33 tions, independent commercial stations, and noncommercial educa-

34 tional stations, together with maps showing the specific geographical

35 location of all said reference points, the area encompassed by all said

36 United States television markets, and the local service areas of all said

37 stations.

38 (A) The "reference point" of a cable system is the longitude and
39 latitude, expressed in degrees, minutes, and seconds, of a point repre-

40 senting the effective center of operations of a cable system, taking into
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1 account factors of geography, demography, and concentration of

2 subscribers.
8 (B) A "United States television market" is a community or group

4 of communities incorporating the local service areas of one or more

5 television broadcast stations licensed by the Federji Communications

6 Commission. The numerical ranking of such a market shall depend

7 primarily upon the number of viewers in the market receiving tle-

8 vision signals, but may be affected by other factors including the num-

9 ber of signals available in the market, concentration of population,

10 industrial development, and level of ;icome.

11 (C) The "local service area" of a broadcast station comprises the

12 entire geographic area within the radius that the station's signal is

13 expected to reach effectively under normal conditions, including any

14 parts of the area within that radius that its signal fails to reach effec-

15 tively because of terrain, structures, or other physical or technical

16 barriers. Where the local service area of one station overlaps with that

17 of another, the overlapping area is considered within the local service

18 areas of both stations.

19 (D) A "network station" is a television broadcast station that is

20 owned or operated by, or affiliated with, one of the television networks

21 providing nationwide transmissions, and that transmits substantially

22 all of the progr.mming supplied by such network.

23 (E) An "independent commercial station" is a television broadcast

24 station operated for commercial advantage, other than a network

25 station.

26 (F) A "noncommercial educational station" is a station operated

27 without any direct or indirect purpose of commercial advantage, whose

28 programming consists preponderantly of instructional, educational,

29 or cultural subject matter.

30 § 112 Limitations ol exclusive rights: Ephemeral recordings
31 (a) Notwithstanding the provisions of section 106, and except in the
32 case of a motion picture or other audiovisual work, it is not an infringe-
33 ment of copyright for a transmitting organization entitled to transmit
34 to the public a performance or display of a work, under a license or
35 transfer of the copyright or under the limitations on exclusive rights
36 in sound recordings specified by section 114(a), to make no more than
37 one copy or phonorecord of a particular transmission program em-
38 bodying the performance or display, if-

39 (1) the copy or phonorecord is retained and used solely by the
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1 transmitting organization that made it, and no further copies or
2 phonorecords are reproduced from it; and

3 (2) the copy or phonorecord is used solely for the transmitting

4 organization's own transmissions within its local service area, or

5 for purposes of archival preservation or security; and

6 (3) unless preserved exclusively for archival purposes, the copy
7 or phonorecord is destroyed within six months from the date the

8 transmission program was first transmitted to the public.
9 (b) Notwithstanding the provisions of section 106, it is not an in-

10 fringement of copyright for a governmental body or other nonprofit

11 organization entitled to transmit a performance or display of a work,
12 under section 110(2) or under the limitations on exclusive rights in
13 sound recordings specified by section 114(a), to make no more than
14 twelve copies or phonorecords of a particular transmission program

15 embodying the performance or display, if-

16 (1) no further copies or phonorecords are repr. lumed from the

17 copies or phonorecords made under this clause; and

18 (2) except for one copy or phonorecord that may be preserved

19 exclusively io: Archival purposes, the copies or phonorecords are

20 de.troyed within fivs years from the date the transmission pro-

21 gram was first transmitted to the public.

22 (c) Notwithstanding the provisions of section 106, it is not an in-

23 fringen .It of copyright for a gov..nmental body or other nonprofit
24 organization to make for distribution no more than one copy or phono-

25 record for each transmitting organization specified in clause (2) of this
26 subsection of a particular transmission program embodying a perform-

27 ance of a nondramatic musical work of a religious nature, or of a sound

28 recording, if-

29 (1) there is no direct or indirect charge for making or dis-

30 tributing any such copies or phonorecords; and

81 (2) none of such copies or phonorecords is used for any per-

32 formance other than a single transmission to the public by a trans-
33 mitting organization entitled to transmit to the public a perform-

34 ance of the work under a license or transfer of the copyright;

35 and

36 (3) except for one copy or phonorecord that may be preserved
37 exclusively for archival purposes, the copies or phonorecords are

38 all destroyed within one year from she date the transmission pro-
39 gram was first transmitted to the public.

40 (d) The transmission program embodied in a copy or phonorecord
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1 made under this section is not subject to protection as a derivative

2 work under this title except with the express consent of the owners of

3 copyright in the pre-existing works employed in the program.

4 § 113. Scope of exclusive rights in pictorial, graphic, ai.d sculp-

5 tural works

6 (a) Subject to the provision. of clauses (1) and (2) of this sub-

7 section, the exclusive right to reproduce a copyrighted pictorial,

8 graphic, or sculptural work in copies under section 106 includes the

9 right to reproduce the work in or on any kind of article, whether use-

10 ful or otherwise.

11 (1) This title does not afford, to the owner of copyright in a

12 work that portrays a useful article as such, any greater or lesser

13 rights with respect. to the making, distribution, or display of the

14 useful article so portrayed than those afforded to such works under

15 the law, whether title 17 or the common law or statutes of a State.
16 in effect on December 31, 1974, as hold applicable and construed

17 by a court in an action brought under this title.
18 (2) In the case of a work lawfully reproduced in useful articles

19 that have been offered for sale or other distribution to the public,
20 copyright does not include any right to prevent the making, dis-

21 tribution, or display of pictures or photographs of such articles

22 in connection with advertisements or commentaries related to the

23 distribution or display of such articles, or in connection with news

24 reports.

25 (b) When a pictorial, graphic, or sculptural work in which copy-

26 right subsists under this title is utilized in an original ornamental

27 design of a useful article, by the copyright proprietor or under an

28 express license from him, the design shall be eligible for protection

?.9 under the provisions of title III of this Act.

30 (c) Protection under this title of a work in which copyright subsists

31 shall terminate with respect to its utilization in useful articles when-

32 ever the copyright proprietor has obtained registration of an orna-

33 mental design of a useful article embodying said work under the

34 provisions of title III of this Act. Unless and until the copyright

35 proprietor has obtained such registration, the copyright pictorial,

36 graphic, or sculptural vwork shall continue in all respects to be covered

37 by and subject to the protection afforded by the copyright subsisting

38 under this title. Nothing in this section shall be deemed to create any

39 additional rights or protection under this title.

40 (d) Nothing in this section shall affect any right or remedy held
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1 by any person under this title ir. a work in which copyright was sub-

2 sisting on the effective date of title III of this Act, or with respect to

3 any utilization of a copyrighted work other than in the design of a

4 useful article.

5 § 114. Scope of exclusive rights in sound recordings

6 (a) I TrrrAIoNs oN ExcLsSrvE RIoGas.-The exclusive rights of

7 the owner of copyright in a sound recording are limited to the rights

8 specified by clauses (1), (3), and (4) of section 106. The exclusive

9 rights of the owner of copyright in a sound recording to reproduce and

10 perform it are limited to the rights to duplicate the sound ecording

11 in the form of phonorecords or copies of audiovisual works that

12 directly or indirectly recapture the actual sounds fixed in the record-

13 ing, and to perform those actual sounds. These rights do not extend

14 to the making or duplication of another sound recording that is an

15 independent fixation of other sounds, or to the performance of other

16 sounds, even though such sounds imitate or simulate those in the copy-

17 righted sound recording.

18 (b) PxIromRaNcE Rorrrs Dimrrcr.-The exclusive right to per-

19 form publicly, by means of a phonorecord, a copyrighted literary,

20 musical, or dramatic work, and the exclusive right to perform publicly

21 a copyrighted sound recording, are separate and independent rights

22 under this title.

23 (c) CoxunesoR LICzNS e rm PUBLIC PzRnFOXANCE or SouND

24 RzooDINos.--

25 . (1) Subject to the provisions of sections 111 and 116, the public

26 performance of a sound recording is subject to compulsory licens-

27 ing under the conditions specified by this subsection, if phono-

28 records of it have been distributed to the public under the author-

29 ity of the copyright owner.

30 (2) Any person who wishes to obtain a complwt.y license under

31 this subsection shall fulfill the following requirements:

32 (A) He shall at least one month before the public perform-

33 ance and thereafter at intervals and in accordance with re-

34 quirements that the Register of Copyrights shall prescribe

35 by regulation, record in the Copyright Office a notice stating

36 his identity and address and declaring his intention to obtain

37 a compulsory license under this subsection;

38 (P) Deposit with the Register of Copyrights, at annual

19 intervals in accordance with requirements that the Register

40 of Copyrights shall prescribe by regulation, a statement of
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1 account and a total royalty fee for the period covered by the
2 statement, based on the royalty rates specified by clause (4).
8 (8) In the absence of a negotiated li*r.se, failure to record the
4 notice, file the statement, or deposit the royalty fee prescribed
5 by clause (2) renders the public performance of a sound record-

6 ing actionable as an act of infringement under section 501 and
7 fully subject to the remedies provided by sections 502 through

8 505, but not including the criminal remedies provided by see-
9 tior 506.

10 (4) The annual royalty fees under this subsection may, at the
11 user's option, be computed on either a blanket or a prorated basis.
12 Although a negotiated license may be substituted for the compul-
13 sory iicense prescribed by this subsection, in no case shall the
14 negotiated rate amount to less than the applicable rate provided
15 by this clause. The following rates shall be applicable:
16 (A) For a radio or television broadcast station licensed by
17 the Federal Communications Commission, the blanket rate
18 is 2 percent of the net receipts from advertising sponsors dur-
19 ing the applicable period. The alternative prorated rate is a
20 fraction of 2 percent of such net receipts, based on a calcu-
21 lation made in accordance with a standard formula that the
22 Register of Copyrights shall prescribe by regulation, taking
28 into account the amount of the station's commercial time
24 devoted to playing copyrighted sound recordings and whether
25 the station is a radio or television broadcaster.
26 (B) Subject to section,111, for background music services
27 and other transmitters of jerformances of sound recordings
28 the blanket rate is 2'percent of the gross receipts from sub-
29 scribers or others who pay to receive the transmission during
80 the applicable period. The alternative prorated rate is a frac-

81 tion of 2 percent of such gross receipts,)' zed on a calculation
32 made in accordance with a standard formula that the Register
88 of Copyrights shall prescribe by regulation, taking into ac-
84 count the proportion of time devoted to musical performances
85 by the transmitter during the applicable period, and the ex-
36 tent to which the transmitter is also the owner of copyright

87 in the sound recordings performed during said period.
88 (C) For an operator of coin-operated phonorecord players,

89 as that term is defined by section 116, and for a cable system,

O-s44 0o- 73 -7
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1 as that term is defined by section 111, the compulsory licensing

2 rates shall be governed exclusively by those respective see-

8 tions, and not by this subsection.

4 (D) For all other users not otherwise exempted, the blanket

5 rate is $25 per. year for each location at which copyrighted

6 sound recordings are performed. The alternative prorated

7 rate shall be based on the number of separate performances

8 of such works during the year and, in accordance with a

9 standard formula that the Register of Copyrights shall pro-
10 scribe by regulation, shall not exceed $5 per day of use.

11 (d) ExrxmoNs.-.In addition to users exempted from liability by
12 section 110 or subject to the provisions of section 111 or 116, any

18 person who publicly performs a copyrighted sound recording and who

14 would otherwise be subject to liability for such performance is ex-
15 empted from liability for infringement and from the compulsory

16 licensing requirements of this section, during the applicable annual

17 period, if--

18 (1) In the case of a broadcast station, its gross receipts from

19 advertising sponsors were less than $25,000; or

20 (2) In the case of a background music service or other transmit-

21 ter of performances of sound recordings, its gross receipts from

22 subscribers or others who pay to receive the transmission were less

23 than $10,000.

24 (e) DmsriBsurxo or RoYrarrws.-

25 (1) During the month of September in each year, every person

26 claiming to be entitled to compulsory license fees under this sec-

27 tion for performances during the preceding twelve-month period

28 shall file a claim with the Register of Copyrights, in accordance

29 with requirements that the Register shall prescribe by reguletion.

30 Such claim shall include an agreement to accept as final, except as

31 provided in section 809 of this title, the determination of the Copy-

32 right Royalty Tribunal in any controversy concerning the distri-

33 bution'of royalty fees deposited under subclause (B) of subsection
34 (c) (2) of this section to which the claimant is a party. Notwith-

85 standing any provisions of the antitrust laws (the Act of Oc-

36 tober 15, 1914, 38 Stat. 780, and any amendments of any such

37 laws), for purposes of this subsection any claimants may agree

38 among themselves as to the proportionate division of compulsory
39 licensing'fees among them, may lump their claims together and
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1 file them jointly or as a single claim, or may designate a common

2 agent to receive payment on their behalf.

8 (2) After the first day of October of each year, the Register of
4 Copyrights shall determine whether there exists a controversy con-

5 cerning the distribution of royalty fees deposited under subclause

6 (B) of subsection (c) (2). If he determines that no such contro-
7 versy exists, he shall, after deducting his reasonable administra-

8 tive costs under this section, distribute such fees to the copyright
9 owners and performers entitled, or to their designated agents.

10 If he finds that such a controversy exists he shl!l certify to that

11 fact and proceed to constitute a panel of the Copyright Royalty
12 Tribunal in accordance with section 803. In such cases the reason-

18 able administrative costs of the Register under this section shall be

14 deducted prior to distribution of the royalty fee by the tribunal.

16 (8) For the purposes of this section-
16 (A) One half of all royalties to be distributed shall be paid

17 to the copyright owners, and the other half shall be paid to

18 the performers, of the sound recordings for which claims have

19 been made under clause (1); and
20 (B) During the pendency of any proceeding under this

21 section, the Register of Copyrights or the Copyright Royalty

22 Tribunal shall withhold from distribution an amount suffi-

28 cient to satisfy all claims with respect to which a controversy

24 exists, but shall have discretion to proceed to distribute any

28, amounts that are not in controversy.

26 (f) RELATON TO OTrHER SECIONs.--The public performance of
27 sound recordings by means of secondary transmissions and coin-oper-

28 ated phonorecord players is governed by sections 111 and 116, respec-

29 tively, and not by this section, except that there shall be an equal
80 distribution of royalty fees for such public performances between
31 copy tight owners and performers as provided by subsection (e) (3) (A)

82 of this section.
38 (g) DEENrroNs-As used in this section, the following terms and

3 their variant forms mean the following:

86 (1) "Commercial time" is any transmission program, the time

86 for which is paid for by a commercial sponsor, or any- transmis-
87 sion program that is interrupted by a spot commercial announce-

88 ment at intervals of less than fourteen and one-half minutes.

89 . (2) "Performers" are musicians, singers, conductors, actors,
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1 narrators, and others whose performance of a literary, musical,

2 or dramatic work is embodied in a sound recording.
§ 1115. Scope of exclusive rights in nondramatic musical works:

4 Compulsory license for making and distributing phono-

5 records

6 In the case of nondramatic musical works, the exclusive rights pro-

7 vided by clauses (1) and (3) of section 16;, to make and to distribute

8 phonorecords of such works, are subject to compulsory licensing under
9 the conditions specified by this section.

10 (a) AvAIaLrUrr AND ScoPr or ComPULsoRy LICzNss--

11 (1) When phonorecords of a nondramatic musical work have

12 been distributed to the public under the authority of the copyright

18 owner, any other person may, by omplying with the provisions of

14 this section, obtain a compulsory license to make and distribute

15 phonorecords of the work. A person may obtain a compulsory

16 license only if his primary purpose in making phonorecords is to

17 distribute them to the public for private use.

18 (2) A compulsory license includes the privilege of making a

19 musical arrangement of the work to the extent necessary to con-

20 form it to the style or manner of intrpretation of the perform-

21 ance involved, but the arrangement shall not change the basic
22 melody or fundamental character of the work, and shall not be

subject to protection as a derivative work under this title, except

24 with the express consent of the copyright owner.

25 (b) Nonrto or INrTTOxN TO OBTrAi COMPULSORY LImENsE; DzsIa-
26 NATioN OF OWNER or PERFORMANCE RIOirr.--

27 (1) Any person who wishes to obtain a compulsory license

28 under this section shall, before or within thirty days after making,

29 and before distributing any phonorecords of the work, serve notice

30 of his intention to do so on the copyright owner. If the registra-

31 tion or other public records of the Copyright Office do not identify

82 the copyright owner and include an address at which notice can

883 be served on him, it shall be sufficient to file the notice of intention

84 in the Copyright Office. The notice shall comply, in form, con-

85 tent, and manner of service, with requirements that the Register

86 of Copyrights shall prescribe by regulation.

87 (2) If the copyright owner so requests in writing not later than

88 ten days after service or filing of the notice required by clause (1),

89 the person exercising the compulsory license shall designate, on

40 a label or container accompanying each phonorecord of the work



31

20

1 distributed by him, and in tha form and manner that the Register
2 of Copyrights shall prescribe by regulation, the name of the
8 copyright owner or his agent to whom royalties for public per-
4 formance of the work are to be paid.
5 (8) Failure to serve or file the notice required by clause (1), or
6 to designate the name of the owner or agent as required by clause
7 . (2), forecloses the possibility of a conpulsory license and, in the
8 absence of a negotiated license, renders the mlking and distribu-
9 tion of phonorecords actionable as acts of infringement under sec-

10 tion 501 and fully subject to the remedies provided by sections

11 502 throrgh 506.
12 (c) RorAvrr PAYABrL UNDzu CoxursoR A LIcsB.-

18 (1) To be entitled to receive royalties under a compulsory li-
14 cense, the copyright owner must be identified in the registration or
15 other public records of the Copyright Office. The owner is en-
16 titled to royalties for phonorecords made and distributed after he
17 is so identified but he is not entitled to recover for any phono-

18 records previously made and distributed.

19 (2) Except as provided by clause (1), the royalty under a

20 compulsory license shall be payable for every phonorecord made

21 and distributed in accordance with the license. With respect to

22 each work embodied in the phonorecord, the royalty shall be either

23 two and one-half cents, or one-half cent .per minute of playing

24 time or fraction thereof, whichever amount is larger.

25 (3) Royalty payments shall be made quarterly, in January,

26 April, July, and October, and shall include all royalties for the

27 three months next preceding. Each quarterly payment shall be
28 accompanied by a detailed statement of account, which shall com-

29 ply in form, content, and manner of certification with require-

30 ments that the Register of Copyrights shall prescribe by regula-
31 tion.

32 (4) If the copyright owner does not receive the quarterly pay-
33 ment and statement of account when-due, he may give written

34 notice to the licensee that, unless the default is remedied within
35 thirty days from the date of the notice, the compulsory license
36 will be automatically terminated. Such termination renders the
37 making and distribution of all phonorecords, for which the royalty
38 had not been paid, actionable as acts of infringement under sec-
39 tion 501 and.fully subject to the remedies provided by sections
40 502 through 506.
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1 §116. Scope of exclusive rights in nondra.matic musical works and

2 sound recordings: Public performances by means of coin-

8 operated phonorecord players
4 (a) LIMITATION ON EXCLUSIV RPIaHT.-In the case of a non-

5 dramatic musical work embodied in a phonorecord, and in the case

6 of a sound recording, the exclusive right under clause (4) of section
7 106 to perform the work publicly by means of a coin-operated phono-

8 record player is limited as follows:

9 (1) The proprietor of the establishment in which the public

10 performance takes place is not liable for infringement with re-

11 spect to such public performance unless:

12 (A) he is the operator of the phonorecord player; or

18 (B) he refuses or fails, within one month after receipt by

14 registered or certified mail of a request, at a time during

15 which the certificate required by subclause (1) (C) of sub-

16 section (b) is not affixed to the phonorecord player, by the

17 copyright owner, to make full disclosure, by registered or

18 certified mail, of the identity of the. operator of the phono-

19 record player.

20 (2) The operator of the coin-operated phonorecord player may

21 obtain a compulsory license to perform the work publicly on that

22 phonorecord player by filing the application, affixing the certifi-

23 cate, and paying the royalties provided by subsection (b).

24 (b) REooRDATION or COIN-OPmaATzD PHONiORzORD PtLAYn, AF-
25 rixaTION or CERtrxcATE, AND ROYALTY PAYABLE UNiER COMPUL-

26 SORY TJICzN8r--
27 (1) Any operator who wishes to obt-Ai . compulsory license

28 for the public performance of works on a coin-operated phono-
29 record player shall fulfill the following requirements:

80 (A) Before or within one month after such performances

81 are made available on a particular phonorecord player, and

82 during the month of January in each succeeding year that
88 such performances are made available in that particular

84 phonorecord player, he shall file in the Copyright Office, in

85 accordance with requirements that the Register of Copyrights
36' shall prescribe by regulation, an application containing the

87 name and address of the operator of the phonorecord player

38 and the manufacturer and serial number or other explicit
89 identification of the phonorecord player, and in-addition to
40 the fee prescribed by clause (9) of section 708(a). he shall
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1 deposit with the Register of Copyrights a royalty fee for

2 the current calendar year of $9 for that particular phono-

8 record player. If such performances are made available on a
4 particular phonorecord player for the first time after July 1
5 of any year, the royalty fee to be deposited for the remainder

6 of that year shall be $4.50.
7 (B) Within twenty days of receipt of an application and a

8 royalty fee pursuant to subclause (A), the Register of Copy-
9 rights shall issue to the applicant a certificate for the phono-

10 record player.

11 (C) On or before March 1 of the year in which the certifi-
12 cate prescribed by subclause (B) of this clause is issued, or
18 within ten days after the date of issue of the certificate, the

14 operator shall affix to the particular phonorecord player, in a

15 position where it ca;n be readily examined by the public, the
16 certificate, issued by the Register of Copyrights under sub-
17 clause (B), of the latest application made by him under sub-
18 clause (A) of this clause with respect to that phonorecord
19 player.

20 (2) Failure to file the applications to affix the certificatJ, or to
21 pay the royalty required by clause (1) of this subsection renders
22 the public performance actionable as an act of infringement under

28 section 501 and fully subject to the remedies provided by section

24 502 through 506.

25 (c) DIsTvnrs oN or RoYAurr.--

26 (1) During the month of January in each year, every person
27 claiming to be entitled to compulsory license fees under this section
28 for performances during the preceding twelve-month period shall
29 file a claim with the Register of Copyrights, in accordance with
30 requirements that the Register shall prescribe by regulation. Such

81 claim shall include an agreement to accept as final, except as pro-
32 vided in section 809 of this title, the deterrnination of the Copy-

88 right Royalty Tribunal in any controversy concerning the distri-
84 bution of royalty fees deposited under subclause (a) of subsec-
35 tion (b) (1) of this section to which the claimant is a party. Not-
86 withstanding any provisions of the antitrust laws (the Act of

87 October 15, 1914, 38 Stat. 730, and any amendments of any such
38 laws), for purposes of this subsection any claimants may agree

39 among themselves as to the proportionate division of compulsory

40 licensing fees among them, may lump their claims together and



34

82

1 file them jointly or as a single claim, or may designate a common

2 agent to receive payment on their behalf.

8 (2) After the first day of October of each year, the Register of

4 Copyrights shall determine whether there exists a controversy

5 concerning the distribution of royalty fees deposited under sub-

6 clause (A) of subsection (b) (1). If he determines that no such

7 controversy exists, he shall, after deducting his reasonable ad-

8 ministrative costs under this section, distribute such fees to the

9 copyright owners and performers entitled, or to their designated

10 agents. If he finds that such a controversy exists he shall certify

11 to that fact and proceed to constitute a panel of the Copyright

12 Royalty Tribunal in accordance with section 803. In such cases the

18 reasonable administrative costs of the Register.under this section

14 shall be deducted prior to distribution of the royalty fee by the

15 tribunal.

16 (8) The fees to be distributed shall be divided as follows:

17 (A) One ninth of the fees to be distributed shall be allo-

18 cated to copyright owners and performers of sound record-

19 ings, and the remainder to owners of copyright in nondra-

20 matic'musical works;

21 (B) The fees allocated to copyright owners and performers

22 of sound recordings shall be divided equally between them, as

23 provided by section 114(f);

24 (c) The fees allocated to owners of copyright in nondra-

25 matic musical works shall be distributed as follows:

26 (i) Every copyright owner not affiliated with a per-

27 forming rights society shall receive the pro rata share

28 of the fees to be distributed to which such copyright

29 owner proves his entitlement; and

30 (ii) The performing rights societies shall receive the

81 remainder of the fees to b dir -d in such pro rata

32 shares as they shall by agreement bcipulate among them-

M3. selves, or, if they fail to agree, the pro rata share to

84 which such performing rights societies prove their

35 entitlement.

36 (D) During the pendency of any proceeding under this

87 sectiqo, the Register of Copyrights or the Copyright Royalty

88 Tribunal shall withhold from distribution an amount suffi-

39 cient to satisfy all claims with respect to which a controversy
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1 exists, but shall have discretion to proceed to distribute any
2 amounts that are not in controversy.'

8 (4) The Begister of Copyrights shall promulgate regulations

4 under which persons who can reasonably be expected to have

° claims may, during the year in which performances take place,

6 without expense to or harassment of operators or proprietors of

7 establishments- in which phonorecord players are located, have

8 such access to such establishments and to the phonorecord players

9 located therein and such opportunity to obtain information with
10 respect thereto as may be reasonably necessary to determine, by

11 sampling procedures or otherwise, the proportion of contribution

12 of the musical works of each'such person to the earnings,of the

18 phonorecord players for which fees shall have been deposited.

14 Any person who alleges that he has been denied the access per-

15 mitted under the regulations prescribed by the Register of Copy-

16 rights may bring an action in the United States District Court

17 for the District of Columbia for the cancellation of the compul-

18 sory license, of the phonorecord player to which such access has

19 been denied, and the court-shall have thepower to declare the

20 compulsory license thereof invalid from the date of issue thereof.

21 (d) Caniax, PraxAn.-Any person who knowlingly makes a

22 false representation of a material fact in an application filed under

28 clause (1) (A) of subsection (b), or who knowingly alters a certificate

24 issued under clause (1) (B) of subsection (b) or knowingly affixes

25 such a certificate to a phonorecord player other than the one it covers,

26 shall be fined not more than $M00.

27 (e) Drmrrnoso.--As used in this section, the following terms and

28 their variant forms mean the following:

29 (1) .A. "coin-operated phonorecord player" is a machine or de-

80 vice tht:

81 (A) is employed solely for the performance of non-

82 dranatic musical works by means of phonorecords upon

ao being activated by insertion of'a coin;

84 (B) is located in an 6§tablishimnt':making no direct or

85 indirect charge for admission;

86 (C) is accomlnied by a list of the titles of all the musical

87 works available for performance on it, which list is affixed to

38 the phorturecord player or posted in the establishment in a

89 prominent position where it can be readily examined by the

40 :, public; and
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1 (D) affords a choice of works available for performance
2 and permits the choice to be made by the patrons of the

8 establishment in which it is located.

4 (2) An "operator" is any person who, alone or jointly with

5 others:

6 . (A) owns a coin-operated phonorecord player; or
7 (B) has the power to make a coin-operated phonorecord

8 player available for placement in an establishment for pur-

9 poses of public performance; or

10 (C) has the power to exercise primary control over the

11 selection of the musical works made available for public

12 performance in a coin-operated phonorecord player.

18 (8) A "performing rights society" is an association or corpora-

14 tion that licenses the public performance of nondramatic musical

15 works on behalf of the copyright owners, such as the American

16 Society of Composers, Authors and Publishers, Broadcast Music,

17 Inc., and SESAC, Inc.

18 § 117. Scope of exclusive rights: Use in conjunction with com-
19 puters and similar information systems
20 Notwithstanding the provisions of sections 106 through 116, this

21 title does not afford to the owner of copyright in a work any greater

22 or lesser rights with respect to the use of the work in conjunction with
28 automatic systems capable of storing, processing, retrieving, or trans-

24 ferring information, or in conjunction with any similar device, ma-

25 chine, or process, than those afforded to works under the law, whether

26 title 17 or the common law or statutes of a State, in effect on Decem-

27 ber 31, 1974, as held applicable anu construed by a court in an action

28 brought under this title.

29 Chapter 2-COPYRIGHT OWNERSHIP AND TRANSFER
Be".
201. Ownershipof copyright.
202. Ownership of copyright as distinct from ownership of material object.
206 Termination of transfers and licenses granted by the author.
204X Execution of transfer of copyright ownership
205. Recordation of transfers and other documents.

80 § 201. Ownership of copyright

31 (a) INrr/A OwNmmnrP.-Copyright in work protected under this

82 title vests initially in the author or authors of the work. The authors

88 of a joint work are co-owners of copyright in the work.

84 (b) WoaRs MADE roit Htn.-In the case of a work made for hire,

86 the employer or other person for whom the work was prepared is
86 considered the author for purposes of this title, and, unless the parties
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1 have expressly agreed otherwise in a written instrument signed by
2 them, owns all of the rights comprised in the copyright.
3 (c) CoNTmmrI oNs TO CoLrEIcVE Woms.--Copyright in each sep-
4 arate. contribution to a collective work is distinct from copyright in
5 the collective work as a whole, and vests initially in the author of the
6 contribution. In the absence of an express transfer of the copyright
7 or of any rights under it, the owner of copyright in the collective
8 work is presumed to have acquired only the privilege of reproducing
9 and distributing the contribution as part of that particular collective

10 work, any revision of that collective work, and any later collective
11 work in the same series
12 (d) 'MRANsnR o OWF OwNu I.--

13 (1) The ownership of a copyright may be transferred in whole
14 or in part by any means of conveyance or by operation of law, and
15 may be bequeathed by will or pass as personal property by the
16 applicable laws of intestate succession.

17 (2) Any of the exclusive rights comprised in a copyright,
18 including any subdivision of any of the rights specified by section
19 106, may be transferred as provided by clause (1) and owned sepa-
20 rately. The owner of any particular exclusive right is entitled, to
21 the extent of that right, to all of the protection and remedies
22 accorded to the copyright owner by this title.

23 § 202. Ownership of copyright as distinct from ownership of
24 material object
25 Ownership of a copyright, or of any of the exclusive rights under
26 a copyright, is distinct from ownership of any material object in
27 which the work is embodied. Trarsfer of ownership of any material
28 object, including the copy or phonorecord in which the work is first
29 fixed, does not of itself convey any rights in the copyrighted work
30 embodied in the object; nor, in the absence of an agreement, does
31 transfer of ownership of a copyright or of any exclusive rights under
32 a copyright convey property rights in any material object.

33 § 203. Termination of transfers and licenses granted by the author
34 (a) CoNDmONs roR TrXmNAT0oN.--In the case of any work other.
35 than a work made for hire, the exclusive or nonexclusive grant of a
36 transfer or license of copyright or of any right under a copyright,

37 executed by the author on or after January 1, 1975, otherwise than
38 by will, is-subject to termination under the following conditions:
39 (1) In the case of a grant executed by one author, termination
40 of the grant may be effected by that author or, if he is dead, by
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1 the person or persons who, under clause (2) of this subsection,

2 own and are entitled to exercise a total of more than one half of
3 that author's termination interest. In the case of a grant executed

4 by two or more authors of a joint work, termination of the grant

5 may be effected by a majority of the authors who executed it;

6 if any of such authors is dead, his termination interest may be
7 exercised as a unit by the person or persons who, under clause (2)

8 of this subsection, own and are entitled to exercise a total of more
9 than one half of his inte. est.

'10 (2) Where an author is dead, his or her termination interest is

11 owned, and may be exercised, by his widow (or her widower) and

12 children or grandchildren as follows:

13 (A) The widow (or widower) owns the author's entire ter-

14 mination interest unless there are any surviving children or

15 grandchildren of the author, in which case the widow (or

16 widower) owns one half of the author's interest;

17 (B) The author's surviving children, and the surviving

18 children of any dead child of the author. own the author's

19 entire termination interest unless there is a widow (or wid-

20 over), in which case the ownership of one half of the author's

21 interest is divided among them;

22 (C) The rights of the author's children and grandchildren

23 are in all cases divided among them and exercised on a per

24 .stirpes basis according to the number of his children reple-

25 sented; the share of tne children of a dead child in a termina-

26 tion interest can be exercised only by the action of a majority

27 of thm.

28 (8) Termination of the grant may be effected at any time during

29 a period of five years beginning at the end of thirty-five years from

30 the datt of execution of the grant; or, if the grant covers the right

31 of publication of the work, the period begins at the end of thirty-

32 five years from the date of publication of the work under the grant
33 or at the end of forty years from the date of execution of the

34 grant, whichever term ends earlier.

85 (4) The termination shall be effected by serving an advance

36 rotice in writing, signed by the number and proportion of owners

37 of termination interests required under clauses (1) and (2) of this

38 subsection, or by their duly authorized agents, upon the grantee

39 or his successor in title.

40 (A) The notice shall state the effective date of the termina-
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1 tion, which shall fall within the five-yar period specified by
2 clause (3) of this subsection, and the notice shall be served
3 not less than two or more than ten years before that date. A
4 copy of the notice shall be recorded in the Copyright Office
5 before the effective date of termination, as a condition to its
6 taking effect.

7 (B) The notice shall comply, in form, content, and man-
8 ner of service, with requirements that the Register of Copy-
9 rights shall prescribe by regulation.

10 (5) Termination of the grant may be cff6cted notwithstand-
11 ing any agreement to the contrary, including an agreement to
12 make a will or to make any future grant.

13 (b) Ercr or TERaxNATIxN.--Upon the effective date of termina-
14 tion, all rights under this title 'hat were covered by the terminated
15 grant revert to the author, authors, and other persons owning termi-
16 nation interests under clauses (1) and (2) of subsection (a), includ-
17 ing those owners who did not join in signing the notice of termination
18 under clause (4) of subsection (a), but with the folloing limitations:
19 (1) A derivative work prepared under authority.of the grant
20 before its termination may continue to be utilized under the terms
21 of the grant after its termination, but this privilege does not ex-
22 .tend to the preparation after the termination of other derivative
23 works based upon the copyrighted work covered by the terminated
24 grant.

25 (2) The future rights that will revert upon termination of the
26 grant become vested on the date the.notice of termination has
27 been served as provided by clause (4) of subsection (a). The
28 rights vest in the author, authors, and other persons named in,

29 and in the proportionate shares provided by, clauses (1) and (2)

30 of subsection (a).
31 (8) Subject to the provisions of clause (4) of this subsection,
32 a fur'her grant. or agreement to make a further grant, of any
33 right covered by a terminated grant is valid only if it is signed by
34 the same number and proportion of the owners, in whom the
35 right has vested under clause (2) of this subsection, as are re-

36 quired to terminate the grant under. clauses (1) and (2) of sub-
37 section (a). Such further grant or agreement is effective with

38 respect to all of the persons in whom the right it covers has vested
39 under clause -(2) of this subsection. including those who did not

40 join in signing it. If any person dies after rights under a termi-
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1 nated grant have vested in him, his legal representatives, lega-

2 tees, or heirs at law represent him for purposes of this clause.

3 (4) A further grant, or agreement to make a further grant, of

4 any right covered by a terminated grant is valid only if it is made

5 after the effective date of the termination. As an exception, how-

6 ever, an agreement for such a further grant may be made between

7 the persons provided by clause (3) of this subsection and the

8 original grantee or his successor in title, after the notice of termi-

9 nation has been served as provided by clause (4) of subsection (a).

10 (5) Termination of a grant under this section affects only those

11 rights covered by the grant that arise under this title, and in no

12 way affects rights arising under any other Federal, State, or for-

13 eign laws.

14 (6) Unless and until termination is effected under this section,

15 the grant, if it does not provide otherwise, continues in effect for

16 the term of copyright provided by this title.

17 § 204. Execution of transfers of copyright ownership

18 (a) A transfer of copyright ownership, other than by operation of

19 law, is not valid unless an instrument of conveyance, or a note or

20 memorandum of the transfer, is in writing and signed by the owner

21 of the rights conveyed or his duly authorized agent.
22 (b) A certificate of acknowledgement is not required for the validity

23 of a transfer, but is prima facie evidence of the execution of the

24 transfer if:

25 (1) in the case of a transfer executed in the United States, the

26 certificate is issued by a person authorized to administer oaths

27 within the United States; or

28 (2) in the case of a transfer executed in a foreign country, the

29 certificate is issued by a diplomatic or consular officer of the

80 United States, or by a person authorized to administer oaths

31 whose authority is proved by a certificate of such an officer.

32 § 205. Recordation of transfers and other documents

33 (a) CoNDmrrONs FOR RzcoRDAmTON.--Any transfer of copyright own-

34 ership or other'document pertaining to a copyright may be recorded

35 in the Copyright Office if the document filed for recordation bears the

36 actual signature of the person wh executed it, e:r if it is accompanied
87 by a sworn or official certification that it is a true copy of the original,

38 signed document.

39 (b) CZRTFIOATz orF REOoRDAtoA .--The Register of Copyrights
40 shall, upon receipt of a document as provided by subsection (a) and
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i of the fee provided by section 708, record the document and return it
2 with a certificate of recordation.
3 (c) RrmoAxTION As CONsuormvz Nonci.-Recordation of a docu-
4 ment in the Copyright Office gives all persons constructive notice of the
5 facts stated in the recorded document, but only if:
6 (1) the document, or material attached to it, specifically identi-
7 fles the work to which it pertains so that, after the document is in-
8 dexed by the Register of Copyrights, it would be revealed by a
9 reasonable search under the title or registration number of the

10 work; and
11 (2) registration has been made for the work.
12 (d) RZOaDATION as Pms=usrmr To INm TaNszrr Srr.-No per-
13 son claiung by virtue of a transfer to be the owner of copyright or
14 of any exclusive right under a copyright is entitled to institute an in-
15 fringement action under this title until the instrument of transfer
16 under which he claims has been recorded in the Copyright Office, but
17 suit may be instituted after such recordation on a cause of action that
18 arose before recordation.
19 (e) PIOarIT BrrwEEN CONFLICTING TRANsFZs.-As between two

20 conflicting transfers, the one executed first prevails if it is recorded, in

21 the manner required to give constructive notice under subsection (c),

22 within one month after its execution in the United States or within two

23 months after its execution abroad, or at any time before recordation in

24 such manner of the later transfer. Otherwise the later transfer prevails
25 if recorded first in such manner, and if taken in good faith, for valu-
26 able consideration or on the basis of a binding promise to pay royal-

27 ties, and without notice of the earlier transfer.

28 (f) PioaRrrr BrwEN CONFLICING TRANsm or OWF WNza AND

29 NoNExcLusvn LIaENsE.--A nonexclusive license, whether recorded

30 or not, prevails over a conflicting transfer of copyright ownership if

31 the license is evidenced by a written instrument signed by the owner of

39 the rights licensed or his duly authorized agent, and if:

83 (1) the license was taken before execution of the transfer; or

34 (2) the license was taken in good faith before recordation of
85 the transfer and without notice of it.

36 Chapter 3.-DURATION OF COPYRIGHT
Sec.
801. Pre-emption with respect to other laws.
802 Duration of copyright: Works created on or after January 1, 1976.
803. Duration of copyright: Works created but not published or copyrighted

before January 1, 1975.
304. Duration of copyright: Subsistinlug copyrights.
806. Duration of copyright: Terminal date.
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1 301. Preemption with respect to other lawa
2 (a) On and after January 1, 1975, all rights in the nature of copy-

8 right in works that come within the subject matter oi copyright as

4 specified by sections 102 and 103, whether created before or after that

5 date and whether published or unpublished, Lre governed exclusively

6 by this title. Thereafter, no person is entitled to copyright, literary

7 property rights, or any equivalent legal or equitable right in any such

8 work under the common law or statutes of any State.

9 (b) Nothing in this title annuls or limits any rights or remedies

10 under the common law or statutes of any State with respect to:

11 (1) unpublished material that does not come within the subject

12 matter of copyright as specified by sections 102 and 103, including

18 works of authorship not fixed in any tangible medium of

i4 expression;

i5 (2) any cause of action arising from undertakings commenced

16 before January 1,1975;

'17 (3) activities violating rights that are not equivalent to any of

18 the exclusive rights within the general scope of copyright as speci-

19 'fled by section 106, including breaches of contract, breaches of

20 ~rust, invasion of privacy, defamation, and deceptive trade prac-

21 tices such as passing off and false representation.

22 § 302. Duration of copyright: Works created on or after Janu-

23 ary 1, 1975

24 (a) IN GzNxA.---Copyright in a work created on or after Janu-

25 ary 1, 7975, subsists from its creation and, except as provided by the

26 following subsections, efidures for a term consisting of the life of

27 the author and fifty years after'his death.

28 (b) Jonrer Wogrs.-In the case of a joint work prepared by two

29 or more authors who did not work for hire, the copyright endures for

30 a term consisting of the life of the last surviving author and fifty

31 years after his death.

32 (c) ANONrmous Woams, PseuDoNorxous WoRue, AND WoRIs MAD.

38 FOR Hrm-In the case of an anonymous work, a pseudonymous work,

34 or a work made for hire, the copyright endures for a term of seventy-

35 five years from the year of its first publication, or a term of one

36 hundred years from the year of its creation, whichever expires first

87 If, before the end of such term, the identity of one or more of the

38 authors of an anonymous or pseudonymous work is revealed in the

39 records of a registration made for that work under subsection (a)

40 or (d) of section 407, or in the records provided by this sub-ection,



43

41

1 the copyright in the work endures for the term specified by subsections

.2 (a) or (b), based ofh the life of the author or authors whose identity

8 has been revealed. Any person having an interest in the copyright in

.4 ,an.anonymous or pseudonymous work may at any time record, in

5 records to be maintained by the Copyright Office for that purpose, a

6 statement identifying one or more authors of the work; the statement

7 shall also identify the person filing it, the nature of his interest, the

8 source of his information, and the particular work affected, and shall

9 omply in form and content with requirements that the Register of
10 Copyrights shall prescribe by regulation.

11 (d) RromDs RZlTrINO TO DrTH orF ATHRs.-Any person having

12 an interest in a copyright may at any time record in the Copyright

18 Office a statement of the date cf death- of the author of the copy-

14 righted work, or a statement that the author is still living on a par-

15 ticular date. The statement shall identify 'the person filing it, the

16 nature of his interest, and the source of his information, and shall

17 comply in form and content with requirements that the Register

18 of Copyrights shall prescribe by regulation. The Register shall

19 maintain current records of information relating to the death of

20 authors of copyrighted works, based on such recorded statements

21 and, to thG extent he considers practicable, on data contained in any

22 *of the records of the Copyright Office or in other reference sources.

28 (e) PRnuImsr-ON AS TO AumoR's DEar7.-After 'a period of

24 seventy-five years from the year of first publication of a work, or a

25 period of one hundred years from the year of'its creation, whichever

26 expires first, any person who obtains from the Copyright Office a certi-

27 fled report that the records provided by subsection (d) disclose nothing

28 to indicate that the author of the work is living, or died less than fifty

29 years before, is entitled to the benefit of a presumption that the author

80 has been dead for at least fifty years. Reliance in good faith ur on this

31 presumption shall be a complete defense to any action for infringement

32 underthistitle.

38 § 303. Duration of copyright: Works treated but not published or

copyrighted before January 1,1975

85 Copyright in a work created before January 1, 1975, but not there-

36 tofore in the public dolmin or copyright, subsists from January 1,

37 1975, and endures for the term provided by section 302. In no case,

38 however, shall 'the term of copyright in such a work expire before

89 December 31, 1999; and, if the work is published on or before Decem-

40 ber 81,.1999, the term of copyright shall not expire before December 31,

41 2024.

20-344 0 -73 - 4
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1 § 304. Duration of copyright: Subsisting copyrights

2 (a) COPYRIoIrs IN THEIR FIRse TERM ON JANUARY 1, 1975.-Any

8 copyright, the first term of which is subsisting on January 1, 1975,

4 shall endure for twenty-eight years from the date it was originally

5 secured: Provided, That in the case of any posthumous workor of any

6 periodical, cyclopedic, or other composite work upon which the copy-

7 right was originally secured by the proprietor thereof, or of any work

8 copyrighted by a corporate body (otherwise than as assignee or licensee

9 of the individual author) or by an employer for whom such work is

10 made for hire, the proprietor of such copyright shall be entitled to a

11 renewal and extension of the copyright in such work for the further

12 term of forty-seven years when application for such renewal and ex-

13 tension shall have been made to Copyright Office and duly regis-

14 tered therein within one year prior to the expiration of the original

15 term of copyright: Anld provided further, That in the case of any other

16 copyrighted work, including a contribution by an individual author

17 to a periodical or to a cyclopedic or other composite work, the author

18 of such work, if still living, or the widow, widower, or children of the

19 author, if the author be not living, or if such author, widow, widower,

20 or children be not living, then the author's executors, or in the absence

21 of a will, his next of kin shall be entitled to a renewal and extension of

22 the copyright in such work for a further term of forty-seven years

28 when application for such renewal and extension shall have been made

24 to the Copyright Office and duly registered therein within one year

25 prior to the expiration of the original term of copyright: And pro-

26 vided further, That in default of the registration of such application

27 for renewal and extension, the copyright in any work shall terminate

28 at the expiration of twenty-eight years from the date copyright was

29 originally secured.

80 (b) CoPmRIOITr IN THEIR RENEWAL TERM OR RWISTRImD FOnR RE-

31 NEWAL BEFORE JANUARY 1, 1975.--The duration of any copyright, the

82 renewal term of which is subsisting at any time between December 31,

88 1973, and December 31, 1974, inclusive, or for which renewal registra-

84 tion is made between December 31, 1973, and December 31, 1974,

835 inclusive, is extended to endure for a term of 75 years from the date

86 copyright was originally secured.

37. (c) TERMINATION OF TRANSFERS AND LICrNsES COVERING Ex-

88 TzNDw RENEWAL TeRm.-In the case of any copyright subsisting in

89 either its first renewal term on January 1, 1976, other than a copy-

40 right in a work made for hire, the exclusive or nonexclusive grant of a
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1 transfer or license of the renewal copyright or of any right under it,

2 executed before January 1, 1975, by any of the persons designated by

8 the second proviso of subsection (a) of this section, otherwise than by

4 will, is subject to termination under the following condition:

5 (1) In the case of a grant executed by a person or persons other

6 than the author, termination of the grant may be effected by the

7 surviving person or persons who executed it. In the case of a

8 grant executed by one or more of the authors of the work, termina-

9 tion of the grant may be effected, to the extent of a particular

10 author's share in the ownership of the renewal copyright, by the

11 author who executed it or, if such author is dead, by the person or

12 persons who, under clause (2) of this subsection, own and are

18 - entitled to exercise a total of more than one half of that author's

14 termination interest.

15 (2) Where an author is dead, his or her termination interest is
16 owned, and may be exercised, by his widow (or her widower) and

17 children or grandchildren as follows:

18 (A) The widow (or widower) owns the author's entire
19 termination interest unless there are any surviving children

20 or grandchildren of the author, in which case the widow (or

21 widower) owns one half of the author's interest;
22 (B) The author's surviving children, and the surviving

23 children of any dead child of the author, own the author's

24 entire termination interest unless there is a widow (or wid-

25 ower), in which case the ownership of one half of the author's

26 interest is divided among them;

27 (C) The rights of the author's childrsn and grandchildren

28 are in all cases divided among them and exercised on a per

29 stirpes basis according to the number of his children repre-

80 sented; the share of the children of a dead child in a termi-
31 nation interest can be exercised only by the action of a ma-

82 jority of them.

88 (3) Termination of the grant may be effected at any time dur-

84 ing a period of five years beginning at the end of fifty-six years

35 from the date copyright was originally secured, or beginning on

86 January 1, 1975, whichever is later.

87 (4) The termination shall be effected by serving an advance

88 notice in writing upon the grantee or his successor in title. In the

89 case of a grant executed by a person or person- other than the

40 author, the notice shall be signed by all of those entitled to termi-
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1 nate the grant under clause (1) of this subsection, or by their duly

2 authorized agents In the case of a grant executed by one or more

8 of the authors of the work, the notice as to any one author's share

4 shall be signed by him or his duly authorized agent or, if he is

5 dead, by the nmmber and proportion of the owners of his termina-

6 tion interest required under clauses (1) and (2) of this subsection,

7 or by their duly authorized agents.

8 (A) Tah notice shall state the effective date of the termi-

9 nation, whidh shall fall within the five-year period specified

10 by clause (8) of this subsection, and the notice shall be served

11 not less than two or more than ten years before that date. A

12 copv of the notice shall be recorded in the Copyright Office

18 before the effective date of termination, as a condition to its

14 taking effect.

15 (B) The notice shall comply, in form, content, and manner

16 of service, with requirements that the Register of Copyrights

17 shall prescribe by regulation.

18 (5) Termination of the grant may be effected notwithstanding

19 any agreement to the contrary, including an agreement to make a

20 will or to malre any future grant.

21 (6) In-the case of a grant executed by a person or persons other

22 than the author, all rights under this title that were covered by

28 the terminated grant revert, upon the effective date of termination,

24 to all of those entitled to terminate the grant under clause (1) of

25 this subsection. In the casem of a grant executed by one or more

26 of the authors of the work, all of a particular author's rights

27 under this title that were covered by the terminated grant revert,

28 upon the effective date of termination, to that author or, if he is

29 dead, to the persons owning his termination interest under clause

80 (2) of this subsection, including those owners who did not join

31 in signing the'notice of termination under clause (4) of this sub-

82 section. In all cases the reversion of rights is subject to the follow-

88 ing limitations:

34 (A) A derivative work prepared under authority of the

85 grant before its termination may continue to be utilized under

836 the terms of the grant after its termination, but this privilege

37 does not extend to the preparation after the termination of

88 other derivative works based upon the copyrighted work

89 covered by, the terminated grant.

40 (B) The future'rights that will'revort upon termination



47

46

1 of the grant become vested on the date the notice of termi-

2 nation has been served as provided by clause (4) of this

8 subsection.'

4 (C) Where an author's rights revert to two or more per-

5 sons under clause (2) of this subsection, they shall vest in

6 those persons in the proportionate shares provided by that

7 clause. In such a case, and subject to the provisions of sub-

8 clause (D) of this clause, a further grant, or agreement to

9 make a further grant, of a particular author's share with

10 respect to any right covered by a terminated grant is valid

11 only if it is signed by the same number and proportion of

12 the owners, in whom the right has vested under this clause,

18 as are required to terminate the grant under clause (2) of

14 this subsection. Such further grant or agreement is effective

15 with respect to all of the persons in whom the right it

16 covers has vested under this subclause, including those who

17 did not join in signing it. If any person dies after rights

18 under a terminated grant have vested in him, his legal repre-

19 sentatives, legatees, or heirs at law represent him for purposes

20 of this subclass.

21 (D) A further grant, or agreement to make a further

22 grant, of any right covered by a terminated grant is valid

28 only if it is made after the effective date of the termination.

24 As an exception, however, an agreement for such a further

25 grant may be made between the author or any of the per-

26 sons provided by the first sentence of clause (6) of this

27 subsection, or between the persons provided by subclause (C)

28 of this clause, and the original grantee or his successor in

29 title, after the notice of termination has bee- served as pro-

80 vided by clause (4) of this subjection.

81 (E) Termination of a grant under this subsection affects

82 only those rights covered by the grant that arise under this

88 title, and in no way affects rights arising under any other

84 Federal, State, or foreign laws.

35 (F) Unless and until termination is effected under this

86 section, the grant, if it does not provide otherwise, continues

87 in effect for the remainder of the extended renewal term.

88 § 306. Duration of copyright: Terminal date

89 All terms of copyright provided by sections 302 through 804 run to

40 the end of the calendar year in which they would otherwise expire.
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1 Chapter 4;COPYRIGHT NOTICE, DEPOSIT, AND
2 REGISTRATION

Sec.
401. Notice of copyright: Viually perceptible copies.
402. Notice of copyright: Phonorecords of sound recordings
403. Notice of copyright: Publications Incorporating United States Government

works.
404. Notice of copyright: Contributions to collective works.
405. Notice of copyight: Onmidson of notice.
406. Notice of copyright: Error in name or date.
407. Deposit of copies or phonorecords for Library of Congress
408. Copyright registration in general.
400. Application for registration.
410. Registration of claim and issuance of certificate.
411. Registration as prerequisite to infringement suit.
412. Registration as prerequisite to certain remedies for nIngement.

8 § 40L Notice of copyright: Visually perceptible copies
4 (a) GUENGRA RrQur rNT.-Whenever a work protected under
5 this title is published in the United States or elsewhere by authority of
6 the copyright owner, a notice of copyright as provided by this section
7 shall be plaed on all publicly distributed copies from which the work
8 can be visually perceived, either directly or with the aid of a machine

9 or device.
10 (b) Fonx or NocycE.-The notice appearing on the copies shall con-
11 sist of the following three elements:

12 (1) the symbol © (the letter C in a circle), the word "C.opy-
18 right," or the abbreviation "Copr.";

14 (2) the year of first publication of the work; in the case of

15 compilations or derivative works incorporating previously pub-

16 lished material, the year date of first publication of the compila-

17 tion or derivative work is sufficient. The year date may be omitted

18 where a pictorial, graphic, or sculptural work, with accompanying

19 teit matter, if any, is reproduced in or on greeting cards, post-

20 cards, stationery, jewelry, dolls, toys, or any useful articles;

21 (8) the name of the owner of copyright in the work, or an ab-
22 breviation by which the name can be recognized, or a generally
28 known alternative designation of the owner.

24 (c) PosmoN or NoTncr--The notice shall be affixed to the copies
25 in such manner and location as to give reasonable notice of the claim
26 of copyright. The Register of Copyrights shall prescribe by regula-
27 tion, as examples, specific methods of affixation and positions of the
28 notice on various types of works that will satisfy this requirement, but
29 these specifications shall not be considered exhaustive.
80 § 402. Notice of copyright: Phonorecords of sound recordings
81 (a) GEZNrAL RzQuRzxaNTr.-Whenever a sound recording protect-
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1 ed under this title is published in the United States or elsewhere by

2 authority of the copyright owner, a notice of copyright as provided

8 by this section shall be placed on all publicly distributed phonorecords

4 of the sound recording.

5 (b) Fonx OF NOTriC--The notice appearing on the phonorecords

6 shall consist of the following three elements:

7 (1) the symbol ( (the letter P in a circle);

8 (2) the year of first publication of the sound recording;

9 (3) the name of the owner of copyrights in the sound record-

10 ing, or an abbreviation by which the name can be recognized, or a

11 generally known alternative designation of the owner; if the

12 producer of the sound recording is named on the phonorecord

13 labels or containers, and if no other name appears in conjunction

14 with the notice, his name shall be-considered a part of the notice.

15 (c) PoemoN or No'rxc--The notice shall be placed on the surface

16 of the phonorecord, or on the phonorecord label or container, in such

17 manner and location as to give reasonable notice of the claim of copy-

18 right.

19 §403. Notice of copyright: Publications incorporating United

20 States Government works

21 Whenever a work is published in copies or phonorecords consisting

22 preponderantly of one or more works of the United States Govern-

23 ment, the notice of copyright provided by section 401 or 402 shall

24 also include a statement identifying, either affirmatively or negatively,

25 those portions of the copies or phonorecords embodying any work or

26 works protected under this title.

27 § 404. Notice of copyright: Conthibutions to collective works
28 (a) A separate contribution to a collective work may bear its own

2 notice of copyright, as provided by sections 401 through 403. How-

30 ever, a single notice applicable to the collective work as a whole is

81 ;sufficient to satisfy the requirements of sections 401 through 403 with

32 respect to the separate contributions it contains (not including adver-

38 tisements inserted on.behalf of persons other than the owner of copy-

84 right in the collective work), regardless of the ownership of copyright

35 in the contributions and whether or not they have been previously

36 published.

87 (b) Where the person named in a single notice applicable to a col-

88 lective work as a whole is not the owner of copyright in a separate

89 contribution that does not bear its own notice, the case is governed

40 by the provisions of section 406 (a).
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i § 405. Notice of copyright: Omisaion of notice
2 (a) Ezor or OMIssIoN ON COPXRIOGr.-The omission of the copy-

8 right notice prescribed by sections 401 through 403 from copies or

4 phonorecords publicly distributed by authority of the copyright owner

5 does not invalidate the copyright in a work if:

6 (1) the notice has been omitted from no more than a relatively

7 small number of copies or phonorecords distributed to the public;
8 or

9 (2) registration for the work has been made before or is made
10 within five years after the publication without notice, and a rea-

11 sonable effort is made to add notice to all copies or phonorecords

12 that are distributed to the public in the United States after the

18 omission has been discovered; or

14 (8) the notice has been omitted in violation of an express re-

15 quirement in writing that, as a condition of the copyright owner's

16 authorization of the public distribution of copies or phonorecords,

17 they bear the prescribed notice.

18 (b) Emor or OmaSxoN ON INNOCENT ITruNo's.--Any person

19 who innocently infringes a copyright, in reliance upon an authorized

20 copy or phonorecord from which the copyright notice has been omitted,

21 incurs no liability for actual or statutory damages under section 504

22 for any infringing acts committed before receiving actual notice that

28 registration for the work had been made under section 408, if he proves

24 that he was misled by the omission of notice. In a suit for infringe-
25 ment in such a, case the court may allow or disallow recovery of any

26 of the infringer's profits attributable to the.infringement, and may

27 enjoin the continuation of the infringing undertaking or may require,
28 as a cudition for permitting the infringer to continue his undertak-

29 ing, that he pay the copyright owner a reasonable license fee in an

80 amount and on terms fixed by thecourt.

81 (c) Rmxov'A or Nolicz.-Protection under this title is not affected
82 by the removal, destruction, or obliteration of the notice, without the

38 authorization of the, copyright owner, from any publicly distributed
84 'copies or phonorecords.

85 §406. Noticeof copyright: Error innameor date
86 (a) ERROR IN NAMr..-Where the person named in the copyright

87 notice on. copies or phonorecords publicly distributed by authority of

38O the copyright owneris not the owner of copyright, the validity and

89 ownership of the copyright are not affected. In such a case, however,

40 any person who innocently begins an undertaking that infringes the
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1 copyright, as a complete defense to any action for such infringement

2 if he proves that he was misled by the notice and began the undertak-

8 ing in good faith under a purported transfer or license from the person

4 named therein, unless before the undertaking was begun:

5 (1) registration for the work had been:made in the name of

6 the owner of copyright; or

7 (2) a document executed by the 'person named in the notice

8 and showing the ownership .f the copyright hadbeen' recorded.

9 The person named in the notice is liable to account to the copyright

10 owner for all receipts from purported transfers or licenses made by

11 him under the copyright.,

12 (b) ERRR xIN DAT.--When the year date in the notice on copies or

18 phonorecords distributed by authority of the copyright owner is

14 earlier than the year in which publication first occurred, any period

15 computed from the year of first publication under section 302 is to be

16 computed from the year in the notice. Where the year date is more

17 than one year later than the year in which publication first occurred,

18 the work is considered to have been published without any notice and

19 is governed by the provisions of section 405.

20 (c) OxMssION OF NAME OR DATr--Where copies or phonorecords

21 publicly distributed by authority of the copyright owner contain no

22 name or no date that could reasonably be considered a part of the

28 notice, the work is consideredito have beeni published without any

24 notice and is governed bythe provisions of section 405.

25 § 407. Deposit of copies or phonorecords for Library of Congress

26 (a) Except as provided by subsection (c), the bwrer of copyright

·27 or of the exclusive right of publication in a-work published with no-

28- -tice of copyright in the United States shall deposit, within three

29 months after the date of such publication:

30 (1) two complete copies of the best edition; or

81 (2) if the work is a sound recording, two complete phono-

82 records of the best'edition, together with any printed or other

38 visually-perceptible material published with such phonorecords.

84 This deposit is not a condition of copyright protection.

85 (b) The required copies or phonorecords shill 3b deposited in the

86 Copyright Office for the use or disposition of the Library of Congress.

37 The Register-of Copyrights shrall, when requested -by the depositor

38 and upon payment of the fee prescribed by section 708, issue a' receipt

89 for the deposit.

40 (c) The Register of Copyrights may by regulation exempt any
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1 categories of material from the deposit requirements of this section,

2 or require deposit of only one copy or phonorecord with respect to

8 any categories.

4 (d) At any time after publication of a work as provided by sub-

5 section (a),.the Register of Copyrights may make written demand

6 for the required deposit on any of the persons obligated to make the

7 deposit under subsection (a). Unless deposit is made within three

8 months after the demand is received, the person or persons on whom

9 the demand was made are liable:

10 (1) to a fine of not more than $250 for each work; and

11 (2) to pay to the Library of Congress the total retail price of

12 the copies or phonorecords demanded, or, if no retail price has

18 been fixed, the reasonable cost to the Library of Congress of

14 acquiring them.

15 § 408. Copyright registration i n general

16 (n) RisAOTXOT N PmItxssrV.-At any time during the subsistence

17 of copyright ii any published or unpublished work, the owner of copy-

18 right or of any.exclusive right in the work may obtain registration of

19 the copyright claim by delivering to the Copyright Office the deposit

20 specified by this section, together with the application and fee specified

21 by sections 409 and 708. Subject to the provisions of section 405(a),

22 such registration is not a condition of copyright.protection.

28 (b) DxPosIT roa COPraIOHT RzImrATIoN.--Except as provided by

24 subsection (c), the material deposited for registration shall include:

25 (1) in the case of an unpublished work, one complete copy or

28 phonorecord;

27 (2) ,: he case of a published work, two complete copies or

28 phonor: *ords of the best edition;

29 (8) in the case of a work first published abroad, one complete

80 copy or phonorecord as so published;

81 (4) in the case of a contribution to a collective work, one com-

82 plete copy or ,phonorecord of the best edition of the collective

338 work,.

34 Copies or phonorecords deposited for the Librargy of Congress under

85 section 407 may be used to estisfy the deposit provisions of this section,

.6 if they are acompp.ilied by the pre3cribed application and fee, and by
837 any additione.l identifying material that the Register may, by regula-

38 tion,require.
89 (c) ADMINIsTRATIVE CLASSIFICATION AND OPrIONAL DtPosrr.-The

40 Register of Copyrights is authorized to specify by regulation the
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1 administrative classes into which works are to be placed for purposes of

2 deposit and registration, and the nature of the copies or phonorecords

8 to be deposited in the various classes specified. The regulations may

4 require or permit, for particular classes,-the deposit of identifying

5 material instead of copies or phonorecords, the deposit of only one copy

6 or phonorecord where two would normally be required, or a single

7 registration for a group of related works. This administrative classi-

8 fication of works has no significance with respect to the subject matter

9 of copyright or the exclusive rights provided by this title.

10 (d) CORRECroNs AND AP ArPLFICAONs.-The Register may also

11 establish, by regulation, formal procedures for the filing of an applica-

12 tion for supplementary registration, to correct an error in a copyright

18 registration or to amplify the information given in a registration. Such

14 application shall be accompanied by the fee provided by section 708,

15 and shall clearly identify the registration to be iorrected or amplified.

16 The information contained in a supplementary registration augments

17 but does not supersede that contained in the earlier registration.
18 (e) PUBIsHED EDITION OF PREVIOUSLY REGosTERED VORx.-Regis-

19 tration for the first published ei'tion of a work previously registered

20 in unpublished form may be made even though the work as published

21 is substantially the same as the unpublished version.

22 § 409. Application for registration

28 The application for copyright registration shall be made on a form

24 prescribed by the Register of Copyrights and shall include:

25 (1) the name and address of the copyright claimant;
26 (2) in the case of a work other than an anonymous or pseudony-

27 mous work, the name and nationality or domicile of the author or

28 authors and, if one or more of the authors is dead, the dates of

29 their deaths;

80 (3) if the work is anonymous or pseudonymous, the nationality

81 or domicile of the author or authors;

'82 (4) in the case of a work made for hire, a statement to this

38 effect;

84 (5) if the copyright claimant is not the author, a brief state-

85 ment of how the claimant obtained ownership of the copyright;

86 (6) the title of the work, together with any previous or alterna-

37 tive titles unde- which the work can be identified;

38 .(7) the year in which creation of the work was completed;
39 (8) if the work has been published, the date and nation of its

40 first publication;

41 (9) in the case of a compilation or derivative work, an identi-
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1 fication of any pre-existing work or works that it is based on or
2 incorporates, and a briefi general statement of the additional

8 material covered by. the copyright claim being registered;

4 (10) in the case of a published work containing material of

5 which copies are required by section 601 to be manufactured in

6 the United States, the names of the persons or organizations

7 who performed the processes specified by subsection (c) of sec-

8 tion 601 with respect to that material, and the places where those

9 processes were performed; and
10 (11) any other information regarded by the Register of Copy-

11 rights as bearing upon the preparation or identification of the

12 work or the existence, ownership, or duration of the copyright.

18 § 410. Registration of claim and issuance of certificate

14 (a) When, after examination, the Register of Copyrights deter-

15 mines that, in accord,~lce with the provisions of this title, the material

16 deposited constitutes copyrightable subject matter and that the other

17 legal and formal requirements of this title have been met, he shall reg-

18 ister the claim and issue to the applicant a certificate of registration

19 under the seal of the Copyright Office. The certificate shall contain
20 the information given in the application, together with the number

21 and effective date of the registration;

22 (b) In any case in which the Register of Copyrights determines

28 that, in accordance with the provisions of this title, the material de-

24 posited does not constitute copyrightable subject matter or that the.

25 claim is invalid for any other reason, he shall refuse registration and

26 shall notify the applicant in writing of the reasons for his action.

27 (c) In any judicial proceedings the certificate of a registration made

28 before or within five years after first publication of the work shall

29 constitute prima facie evidence of the validity of the copyright and

80 of the facts stated in the certificate. The evidentiary weight to be

81 accorded the certificate of a registration made thereafter shall be

32 within the discretion of the court.

88 (d) The effective date of a copyright registration is the day on

84 which an application, deposit, and fee, which are later determined by
85 the Register of Copyrights or by a court of competent jurisdiction to

36 be acceptable for registration, have all been received in'the Copyright

37 Office.

38 § 411. Registration as prerequisite to infringement suit

89 (a) Subject'to the provisions of subsectio6i (b), no action for in-

40 fringement of the copyright in any work shall be instituted until

41 registration of the copyright claim has'been mniade in accordance with
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1 this title. In any case, however, where the deposit, application, and fee

2 required for registration have been delivered to the Copyright Office

3 in proper-form and registration has been refused, the applicant is

4 entitled to institute an action fordinfringemcnt if notice thereof, with

5 a copy of the complaint, is served on the Register-of Copyrights. The
6 Register may, at'his option, become a party to the action with respect

7 to the issue of registrability of the copyright claim by entering his
8 appearance within sixty days after such service, but his failure to do

9 so shall not deprive the court of jurisdiction to determine that issue.
10 (b) In the case of a work consisting of sounC , images, or both, the

11 first fixation of which is made simultaneously with its transmission,

12 the copyright owner may either before or after such fixation takes

18 place, institute an action for infringement under: section 501, fully
14 subject to the remedies provided by sections 502 through 506, if, in
15 accordance with requirements that the Register of Copyrights shall

16 prescribe by regulation, the copyright owner-
17 (1) serves notice upon the infringer, not less than ten or more
18 than thirty days before such fixation, identifying the work and

19 the specific time and source of its first transmission, and declar-
20 ing an intention to secure copyright in the work; and
21 (2) makes registration for the work within three months after

22 its first transmission.

28 §412. Registration as prerequisite to certain remedies for
24 infringement

25 In any action under this title, other than an action instituted under

26 section 411(b), no award of statutory damages or of attorney's fees, as

27 provided by sections 504 and 505, shall be made for:
28 (1) any infringement of copyright in an unpublished work

29 commenced before the effective date of its registration; or
80 (2) any infringement of copyright commenced after first pub-
81 lication of the work and before the effective date of its registra-

82 tion, unless such registration is made within three months after
88 its first publication.

84 Chapter 5.-COPYRIGHT INFRINGEMENT AND REMEDIES
Sea
501. Infringement of copyright.
612. Remedies for Infringement: Injunctions.
GM6 Remedies for infringement: Impounding and disposition of infringing ar-

tiles.
504 Remedies for infringement: Damages and profits.
506. Remedies for Infringement: Costs and attorney's fees.
50. Criminal offensee.
507. Lfmitations on actions.

8 YNotfication of filing and determination of as :tons.
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1 § 501. Infringement of copyright

2 (a) Anyone who violates any of the exclusive rights of the copy-

8 right owner as provided by sections 106 through 117, or who imports

4 copies or phonorecords into the United States in violation of section

5 602, is an infringer of the copyright.

6 (b) The legal or beneficial owner of an exclusive right under a

7 copyright is entitled, subject to the requirements of sections 205(d)

8 and 411, to institute an action for any infringement of that particular

9 right committed while he is the owner of it. The court may require

10 him to serve written notice of the action with a copy of the complaint

11 upon any person shown, by the records of the Copyright Office or

12 otherwise, to have or claim an interest in the copyright, and shall re-

13 quire that such notice be served upon any person whose interest is

14 likely to be affected by a decision in the case. The court may require

15 the joinder, and shall permit the intervention, of any person having

16 or claiming an interestin the copyright.

17 § 502. Remedies for infringement: Injunctions

18 (a) Any court having jurisdiction of a civil action arising under

19 this title may, subject to the provisions of section 1498 of title 28,

20 grant temporary and final injunctions on such terms as it may deem

21 reasonable to prevent or restrain infringement of a copyright.

22 (b) Any such injunction may be served anywhere in the United

23 States on the person enjoined; it shall be operative throughout the

24 United States and shall be enforceable, by proceedings in contempt or

25 otherwise, by any United States court having jurisdiction of that per-

26 son. The clerk of the court granting the injunction shall, when

27 requested by any other court in which enforcement of the injunction'is

28 sought, transmit promptly to the other court a certified copy of all the

2 papers in the case on file in his office.

80 § 503. Remedies for infringement: Impounding and disposition of

81 infringing articles

82 (a) At any time while an action under this title is pending, the

88 court may order the impounding, on such terms as it.may deem rea-

84 sonable, of all copies or phonorecords claimed to. have been made or

85 used in violation of the copyright owner's exclusive rights, and of all

36 plates, molds, matrices, masters, tapes, film negatives, or other articles

87 b7 means of which such copies or phonorecords may be reproduced.

38 (b) As part of a final judgment or decree, thecourt may order the

89 destruction or other reasonable disposition of all copies or phono-

40 records found to have been made or used in violation of the copyright
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1 owner's exclusive rights, and of all plates, molds, matrices, masters,
2 tapes, film negatives, or other articles by means of which such copies
8 or phonorecords may be reproduced.
4 § 504. Remediesforinfringement :.Damagesand profits
5 (a) IN GizrzA.--Except as otherwise provided by-this title, an
6 infringer of copyright is liable for either:
7 (1) the copyright owner's actual darmages and any additional
8 profits of the infringer, as provided-by subsection (b); or
9 (2) statutory damages, as provided by subsection (c).

10 (b) .Acrutr DAMAGS8 AND PaRorrs-The copyright owner is en-
11 titled to recover the actual damages suffered by him as a result of the

12 infringement, and any profits of the infringer that are' attributable
18 to the infringement and are not taken into account in computing the
14 actual damages. In establishing the infringer's profits, the copyright
15 owner is required to presenf proof only of the infringer's gross revenue,
16 and the infringer is required to prove his deductible expenses and the
17 elements of profit attributable to factors other than the copyrighted
18 work.
19 (c) STATUORYDAxAGzs.-

20 (1) Except as provided by clause (2) of this subsection, the
21 copyright owner may elect, at any time before final judgment is
22 rendered, to recover, instead- of actual damages and profits, an
28 award of statutory damages for all infringements involved in
24 the action, with respect to any one work, for which any one
25 infringer is liable individually, or for which afiy two or more
26 infringers ire liable jointly and severally, in a mm of not less
27 than $250 or more than $10,000 as the court considers just. For
28 the purposes of this subsection, all the parts of a cofinpilation
29 or derivative work constiture one work.
80 (2) In a case where the copyright owner sustains the burden
81 of proving, and the court finds, that infringemnent was committed
82 willfully, the court in its discretion may increase the award of
88 statutory damages to a sum of not more than $50,000. In a case
84 where the infringer sustains the burden of proving, and the court
85 finds, that he was not aware and had no reason to believe that his
36 acts constituted an infringement of copyright, the court in its
87 discretion may reduce the award of statutory damages to a sum
88 of not less than $100. In a case where an instructor, librarian or
30 archivist in a nonprofit educational- institution, library, or ar-
40 chives, who infringed by reproducing a copyrighted work in
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1 copies or phonorecords, sustains the burden of proving that he
i believed and had reasonable grounds for believing that the rep'o-

8 duction was a fair use under section 107, the court in its discretion
4 may remit statutory damages in whole or in part.

5 §'505. Remedies for infringement: Costs and attorney's fees
6 In. any civil cction under this title, the court in its discretion may

7 allow the recovery of full costs by or against any party other thai
8 the;United States or an officer thereof. Except as otherwise provided
9 by this title, the court may also award a reasonable attorney's fee to

iO the prevailing party as part of the costs.
11 § 506. Criminal offenses

12 (a) CArmaNAL INuINGOmzNT.--Any person who infringes a copy-
13 right willfully and for purposes of commercial advantage or private

14 financial gain shall be fined not more than $2,500 or imprisoned not
15 more than one year, or both, for the first such offense, and shall be fined'
16 not more than $10,000 or imprisoned not more than one year, or both,

17 for any subsequent offense.
18 (b) FRAUDOULNT COPmrIOmIT Nonc.--Any person who, with fraud-

19 ulent intent, places on any article a notice of copyright or words of'
20- the same purport that he knows to be false, or who, with fraudulent

21 intent, publicly distributes or imports for public distribution any
25 article bearing such notice or words that he knows to be false, shall be

28. fined not more than $2,500.
X4 (c) FRAUDULENT REMOVAL OFr COPRIOHT NOncz.-Any person who,
25 with fraudulent intent, removes or alters. any notice of, copyright

96 appearing on a copy of a.copyrighted work shall be fined not more
27 than $2,0)0.
28 (d) FALSE RzPRsNTATION.-Any person who knowingly makes a
29 false representation of a material fact in the application for copyright
80 registration provided for by. section 409, or in any written statement
81 filed in connection with the application, shall be fined not more than.

82 $2,o00.

88 § 507. Limitations on actions
84 (i) CRIMNAL PRocriDNos.--No criminal proceeding siall be main-
85 tained under the provisions of this title'unless it is commenced within

86 three years after the cause of action arose.

87 (b) CmvIL ACnoN8.-No civil action shall be maintained under the
88 provisions of this title unless it is commenced within three years after
89 the claim accrued.
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1 § 508. Notification of filing and determination of actions

2 (a) Within one month after the filing of any action under this title,

8 the clerks of the courts of the United States shall send written notifica-

4 tion to the Register of Copyrights setting forth, as far as is shown

5 by the papers filed in the court, the names and addresses of the parties

6 and the title, author, and registration number of each work involved

7 in the action. If any other copyrighted work is later included in the

8 action by amendment, answer, or other pleading, the clerk shall also

9 send a notification concerning it to the Register within one month

10 after the pleading is filed.

11 (b) Within one month after any final order or judgment is issued

12 in the case, the clerk of the court shall notify the Register of it,

13 sending him a copy of the order or judgment together with the written

14 opinion, if any, of the court.

15 (c) Upon receiving the notifications specified in this section, the

16 Register shall make them a part of the public records of the Copyright

17 Office.
18 Chapter 6.-MANUFACTURING REQUIREMENT AND

19 IMPORTATION
Sec.
601. Manufacture, importation, and public distribution of certain copies.
602. Infringing Importation of copies or phonorecords.
603. Importation prohibitions: Enforcement and disposition of excluded articles.

20 § 601. Manufacture, importation, and public distribution of cer-

21 tain copies

22 (a) Except as provided by subsection (b), the importation into or

23 public distribution in the United States of copies of a work consisting

24 preponderantly of nondramatic literary material that is in the English

25 language and is protected under this title is prohibited unless the

28 portions consisting of such material have been manufactured in the

27 United States or Canada.

28 (b) The provisions of subsection (a) do not apply:

29 (1) where, on the date when importation is sought or public

80 distribution in the United States is made, the author of any sub-

81 stantial part of such material is neither a national nor a domicil-

32 iary of the United States or, if he is a national of the United

38 States, has been domiciled outs;de of the United States for a

34 continuous period of at least one year immediately preceding that

35 date; in the case of a work made for hire, the exemption provided

36 by this clause does not apply unless a substantial part of the work

87 was prepared for an employer or other person who is not a na-

20-344 0 - 73 - 5
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1 tional or domiciliary of the United States or a domestic corpora-

2 tion or enterprise;

8 (2) where the Bureau of Customs is presented with an import
4 statement issued under the seal of the Copyright Office, in which
5 case a total of no more than two thousand copies of any one such

6 work shall be allowed entry; the import statement shall be issued

7 upon request to the copyright owner or to a person designated by
8 him at the time of registration for the work under section 408

9 or at any time thereafter;

10 (3) where importation is sought under the authority or for the

11 use, other than in schools, of the government of the United States
12 or of any State or political subdivision of a State;

18 (4) where importation, for use and not for sale, is sought:
14 (A) by any person with respect to no more than one copy

15 of any one work at any one time;

16 (B) by any person arriving from abroad, with respect to

17 copies forming part of his personal baggage; or

18 (C) by an organization operated for scholarly, educa-

19 tional, or religious purposes and not for private gain, with
20 respect to copies intended to form a part of its library;

21 (5) where the copies are reproduced in raised characters for

22 the use of the blind;

28 (6) where, in addition to copies imported under clauses (8)

24 and (4) of this subsection, no more than two thousand copies of

25 any one such work, which have not been manufactured in the

26 United States or Canada, are publicly distributed in the United

27 States.

28 (c) The requirement of this section that copies be manufactured in

29 the United States or Canada is satisfied if:

80 (1) in the case where the copies are printed directly from type

81 that has been set, or directly from plates made from such type,
82 the setting of the type and the making of the plates have been

88 performed in the United States or Canada; or

84 (2) in the case where the making of plates by a lithographic

85 or photoengraving process is a finat or intermediate step preceding

86 the printing of the copies, the making of the plates has been per-

87 formed in the United States or Canada: and

88 (3) in any case, the printing or other final process of producing

89 multiple copies and any binding of the copies have been performed

40 in the United States or Canada.
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1 (d) Importation or public distribution of copies in violation of

2 this section does not invalidate protection for a work under this title.

8 However, in any civil action or criminal proceeding for infringement
4 of the exclusive rights to reproduce and distribute copies of the work,
5 the infringer has a complete defense with respect to all of the non-

6 dramatic literary mz.terial comprised in the work and any other parts

7 of the work in which the exclusive rights to reproduce and distribute
8 copies are owned by the eame person who owns such exclusive rights
9 in the nondramatic literary material, if he proves:

10 (1) that copies of the work have been imported into or publicly

11 distributed in the United States in violation of this section by or

12 with the authority of the owner of such exclusive rights; and

18 (2) that the infringing copies were manufactured in the United

14 States or Canada in accordance with the provisions of subdecion

15 (c); and

16 (8) that the infringement was commenced before the effective

17 date of registration for an authorized edition of the work, the

18 copies of which have been manufactured in the United States or

19 Canada in accordance with the provisions of subsection (c).

20 (e) In any action for infringement of the exclusive rights to repro-

21 duce and distribute copies of a work containing material required by

22 this section to be manufactured in the United States or Canada, the
28 copyright owner shall set forth in the complaint the names of the per-

34 sons or organizations who performed the processes specified by subsec-

25 tion (c) with respect to that material, and the places where those

28 pr-oesses were performed.

27 § 602. Infringing importation of cepies or phonorecords

28 (a) Importation into the United States, without the authority of

29 the owner of copyright under this title, of copies or phonorecords of

30 a work that have been acquired abroad is an infringement of the

81 exclusive right to distribute copies or phonorecords under section 106,
82 actionable under section 501. This subsection does not apply to:

88 (1) importation of copies or phonorecords under the authority

84 or for the use of the government of the United States or of any

85 State or political subdivision of a State but not including copies

86 or phonorecords for use in schools, or copies of any audiovisual

87 work imported for purposes other than archival use;

38 (2) importation, for the private use- of the importer and not
39 for distribution, by any person with respect to no more than one

40 copy or phonorecord of any one work at any one time, or by any
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1 person arriving from abroad with respect to copies or phono-

2 records forming part of his personal baggage; or

3 (3) importation by or for an organization operated for schol-

4 arly, educational, or religious purposes and not for private gain,

5 with respect to no more than one copy of an audiovisual work

6 solely for its archival purposes, and no more than five copies or

7 phonorecords of any other work for its library lending or archival

8 purposes.
9 (b) In a case where the making of the copies o' phonorecords would

10 have constituted an infringement of copyright if this title had been

11 applicable, their importation is prohibited. In a case where the copies

12 or phonorecords were lawfully made, the Bureau of Customs has no

18 authority to prevent their importation unless the provisions of sect;on

14 601 are applicable. In either case, the Secretary of toe Treasury is

15 authorized to prescribe, by regulation, a procedure under which any

16 person claiming an interest in the copyright in a particular work may,

17 upon payment of a specified fee, be entitled to notification by the

18 Bureau of the importation of articles that appear to be copies or phono-

19 records of the work.

20 § 603. Importation prohibitions: Enforcement and disposition of

21 excluded articles

22 (a) The Secretary of the Treasury and the Postmaster General shall

23 separately or jointly make regulations for the enforcement of the pro-

24 visions of this title prohibiting importation.

25 (b) These regulations may require, as a condition for the exclusion

26 of articles under section 602:

27 (1) that the person seeking exclusion obtain a court order en-

28 joining importation of the articles; or

29 (2) that he furnish proof, of a specified nature and in accord-

80 ance with prescribed procedures, that the copyright in which he

31 claims an interest is valid and that the importation would violate

32 the prohibition in section 602: he may also be required to post a

388 surety bond for, any injury that may result if the detention or

84 exclusion of the articles proves to be unjustified.

36 (c) Articles imported in violation of the importation prohibitions

36 of this title are subject to seizure and forfeiture in the same manner as

37 property imported in violation of the customs revenue laws. For-

38 feited articles shall be destroyed as directed by the Secretary of the

89 Treasury or the court, as the case may be; however, the articles may be

40 returned to the country of export whenever it is shown to the satisfac-
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1 tion of the Secretary of the Treasury that the importer had no reason-

2 able grounds for believing that his acts constituted a violation of law.

8 Chapter 7--COPYRIGHT OFFICE
See.
701. The Copyright Office: General responsibilities and organization.
702. Copyright Ofce regulations.
708. Effective date of actions in Copyright Offce.
704. Retention and disposition of articles deposited Ir. Copyright Office.
705. Copyright Office records: Preparation, maintenance, public inspection, and

searching.
706. Copies of Copyright Office records.
707. Copyright Office forms and publications.
708. Copyright Office fees.

4 §701. The Copyright Office: General responsibilities and orga-

5 nization

6 (a) All administrative functions and duties under this title, ex-

7 cept as otherwise specified, are the responsibility of the Register of

8 Copyrights as director of the Copyright Office in the Library of

9 Congress. The Register of Copyrights, together with the subordi-

10 nitte officers and employees of the Copyright Office, shall be appointed

11 by the Librarian of Congress, and shall act under his general di-

12 rection and supervision.

18 (b) The Register of Copyrights shall adopt a seal to be used on

14 and after January 1, 1975, to authenticate all certified documents

15 issued by the Copyright Office.

16 (c) The Register of Copyrights shall make an annual report to

17 the Librarian of Congress of the work and accomplishments of the

18 Copyright Office during the previous fiscal year. The annual report

19 of the Register of Copyrights shall be published separately and as

20 a part of the annual report of the Librarian of Congress.

21 § 702. Copyright Office regulations

22 The Register of Copyrights is authorized to establish regulations

23 not inconsistent with law for the administration of the functions and

24 duties made his responsibility under this title. All regulations estab-

25 lished by the Register under this title are subject to the approval of

26 the Librarian of Congress.

a2 r 703. Effective date of actions in Copyright Office

28 An any case in which time limits are prescribed under this title

29 for the performance of an action in the Copyright Office, and in

30 which the last day of the prescribed period faills on a Saturday, Sun-

31 day, holiday or other non-business day within the District of Co-

82 lumbia or the Federal Government, the action may be taken on the

33 next succeeding business day, and is effective as of the date when the

34 period expired.
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1 § 704. Retention and disposition of articles deposited in Copyright
2 Office

8 (a) Upon their deposit in the Copyright Office under sections 407

4 and 408, all copies, phonorecords, and identifying material, including

5 those deposited in connection with claims that have been refused

6 registration, are the property of the United States Government.

7 (b) In the case of published works, all copies, phonorecords, and

8 'lentifying material deposited are available to the Library of Con-

9 greas for its collections, or for exchange or transfer to any other

10 library. In the case of unpublished works, the Library is entitled to

11 select any deposits for its collections.

12 (c) Deposits not selected by the Library under subsection (b), or

18 identifying portions or reproductions of them, shall be retained under

14 the control of the Copyright Office, including retention in Govern-

15 ment storage facilities, for the longest period considered practicable

16 and desirable by the Register of Copyrights and the Librarian of

17 Congress. After that period it is within the joint discretion of the

18 Register and the Librarian to order their destruction or other disposi-

19 tion; but, in the case of unpublished works, no deposit shall be de-

20 stroyed or otherwise disposed of during its term of copyright.

21 (d) The depositor of copies, phonorecords, or identifying material

22 under section 408, or the copyright owner of record, may request

23 retention, under the control of the Copyright Office, of one or more

24 of such articles for the full term of copyright in the work. The Register

25 of Copyrights shall prescribe, by regulation, the conditions under

26 which such requests are to be made and granted, and shall fix the

27 fee to be charged under section 708(12) if the request is granted.

28 § 705. Copyright Office records: Preparation, maintenance, public
29 inspection, and searching
30 (a) The Register of Copyrights shall provide and keep in the Copy-

81 right Office records of all deposits, registrations, recordations, and

82 other actions taken under this title, and shall prepare indexes of all

83 such records.

84 (b) Such records and indexes, as well as the articles deposited in

85 connection with completed copyright registrations and retained under

86 the control of the Copyright Office, shall be open to public inspection.

87 (c) Upon request and payment of the fee specified by section 708,

88 the Copyright Office shall make a search of its public records, indexes,

839 and deposits, and shall furnish a report of the information they dis-

40 close with respect to any particular deposits, registrations, or recorded

41 documents.
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1 § 706. Copies of Copyright Office records

2 (a) Copies may be made of any public records or indexes of the

8 Copyright Office; additional certificates of copyright registration and

4 copies of any public records or indexes may be furnished upon request

5 and payment of the fees specified by section 708.

6 (b) Copies or reproductions of deposited articlesi retained under

7 the control of the Copyright Office shall be authorized or furnished

8 only under the conditions specified by the Copyright Office regulations.

9 § 707. Copyright Office forms and publications

10 (a) CATALOG or COPrIGHT ENTRs.-The Register of Copyrights

11 shall compile and publish at periodic intervals catalogs of all copy-

12 right registrations. These catalogs shall be divided into parts in

18 accordance with the various classes of works, and the Register has

14 discretion to determine on the basis of practicability and usefulness,

15 the form and frequency of publication of each particular part.

16 (b) Oram PuBLcATIoNs.-The Register shall furnish, free of

17 charge upon request, application forms for copyright registration and

18 general informational material in connection with the functions of the

19 Copyright Office. He also has authority to publish compilations of

20 information, bibliographies, and other material he considers to be

21 of value to the public.

22 (c) DTsmuroIr or PuBLCAviONs.-All publications of the Copy-

23 right Office shall be furnished to depository 1:',raries as specified under

24 section 1905 of title 44, United States Code, and, aside from those fur-

25 nished free of charge, shall be offered for sale to the public at prices

26 based on the cost of reproduction and distribution.

27 § 708. Copyright Office fees

28 (a) The following fees shall be paid to the Register of Copyrights:

2.9 t1) for the registration of a copyright claim or a supplementary

80 registration under section 408, including the issuance of a certifi-

31 cate of registration, $6;

82 (2) for the registration of a claim to renewal of a subsisting

338 copyright in its first term under section 304(a), including the

34 issuance of a certificate of registration, $4;

35 (3) for the issuance of a receipt for a deposit under section

86 407,$2;
87 (4) for the recordation, as provided by section 205, of a transfer

38 of copyright ownership or other document of six pages or less,

39 covering no more than one title, $5: for each page over six and

40 for each title over one, 50 cents additional;
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1 (5) for the filing, under section 115(b), of a notice of intention

2 to make phonorecords, $3;

b (6) for the recordation, under section 302(c), of a statement

4 revealing the identity of an author of an anonymous or pseu-

5 donymous work, or for the recordation, under section 302 (d), of a

6 statement relating to the death of an author, $5 for a document of

7 six pages or less, covering no more than one title; for ea, h page

8 over six and for each title over one, 50 cents additional;

9 (7) for the issuance, under section 601, of an import state-

10 ment, $3;

11 (8) for the issuance, under section 706, of an additional certifi-

12 cate of registration, $2;

18 (9) for the issuance, under section 116, of a certificate for the

14 recordation oi a; phonorecord player, 50 cents;

15 (10) for the Issuance of any other certification, $3; the Register

16 of Copyrights has discretion, on the basis of their cost, to fix the

17 fees for preparing copies of Copyright Office records, whether

18 they are to be certified or not;

19 (11) for the making and reporting of a search as provided by

20 section 705, and for any related services., $5 for each hour or frac-

21 tion of an hour consumed;

22 (12) for any other special services requiring a substantial

28 amount of time or expense, such fees as the Register of Copyrights

24 may fix on the basis of the cost of providing the service.

25 (b) The fees prescribed by or tinder this section are applicable to

26 the United States Government and any of its agencies, employees, or

27 officers, but the Register of Copyrights has discretion to waive the

28 requirement of this subsection in occasional or isolated cases involving

29 relatively small amounts.

30 Chapter 8.-COPYRIGHT ROYALTY TRIBUNAL
See.
801. Copyright Royalty Tribunal: Establishment and purpose.
802. Petitions for the adjustment of royalty rates.
803. M mbership of the Tribunal.
804. Procedures of the Tribunal.
805. Compensation of members of the Tribunal; expenses of the Tribunal.
806. Reports to the Congress.
807. Effective date of royalty adjustment.
808. Effective dae of oyalty distribut:lon.
809. 3udlieal review.

81 §801. Copyright Royalty Tribunal: Establishmer.t and purpose

82 (a) There is hereby created in the Library of Congress a Copyright

dB Royalty Tribunal.

84 (b) Subject to the provisirns of this chapter, the purposes of the
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1 Tribunal shall be: (1) to make determinations concen;ing the adjust-

2 ment of the copyright royalty rates specified by sections 111, 114, 115,

3 and 116 so as to assure that such rates continue to be reasonable; and
4 (2) to determine in certain circumstances the distribution of the roy-

5 alty fees deposited with the Register of Copyrights under sections 111,

6 114, and 116.

7 § 802. Petitions for the adjustment of royalty rates

8 During calendar year 1978, and in each subsequent fifth calendar

9 year, any owner or user of a copyrighted work whose royalty rates

10 are initially specified by sections 111 and 114, or the duly authorized

11 agent of such owner or user, may file a petition with the Register of

12 Copyrights declaring that the petitioner requests an adjustment of

13 the statutory royalty rate, or a rate previously established by the Tri-

14 bunal. During calendar year 1980, and in ea:n subsequent fifth calen-

15 dar year, any owner or user of a copyrighted work whose royalty rates

16 are initially specified by sections 115 and 116, or the duly authorized

17 agent of such owner or user, may file a petition with the Register of

18 Copyrights declaring that the petitioner requests an adjustment of

19 the statutory royalty rate, or a rate previously established by the Tri-

20 bunal. The Register shall make a determination as to whethpr the ap-

21 plicant has a significant interest in the royalty rate in which an ad-

22 justment is requested. If the Register determines that the petitioner has

23 a significant interest, he shall cause notice of his decision to be pub-

24 lished in the Federal Register.

25 § 803. Membership of the Tribunal

26 (a) Upon determining that a petitioner for adjustment of a royalty

27 rate has a significant interest, or upon certifying the existence of a

28 controversy concerning the distribution of royalty fees deposited pur-

29 suant to sections 111, 114 and 116, the Register shall request the Amer-

30 ican Arbitration Association or any similar successor organization to

31 furnish a list of three members of said Association. The Register shall

32 communicate the names together with such information as may be

38 appropriate to all parties of interest. Any suc}. party within twenty

34 days from the date said communication is sent may submit to the

35 Register written objections to any or all of the proposed names. If no
36 such objections are received, or if the Register determines that said

87 objections are not well founded, he shall certify the appointment of
38 the three designated individuals to constitute a panel of the Tribunal

39 for the consideration of the specified rate or royalty distribution. Such
40 panel shall function as the Tribunal established in section 801. If the
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1 Register determines that the objections to the designation of one or

2 more of the proposed individuals are well founded, the Register shall

8 request the American Arbitration Association or any similar successor

4 organization to propose the necessary number of substitute individuals.
5 Upon receiving such additional names the Register shall constitute
6 the panel. The Register shall designate one member of the panel as

7 Chairman.

8 (b) If any member of a panel becomes unable to perform his duties,

9 the Register, after consultation with the parties, may provide for the
10 selection of a successor in the manner prescribed in subsection (a).

11 § 804. Procedures of the Tribunal
12 (a) The Tribunal shall fix a time and place for its proceedings and

18 shall cause notice to be given to the parties.

14 (b) Any organization or person entitled to participate in the pro-

15 ceedings may appear directly or be represented by counsel.

16 (c) Except as otherwise provided by law, the Tribunal shall deter-

17 mine its own procedure. For the purpose of carrying out the provisions
18 of this chapter, the Tribunal may hold hear'ngs, administer oaths,

19 and ,equire, by subpoena or otherwise, the attendance and testimony

20 of witnesses and the production of documents.

21 (d) Every final decision of the Tribunal shall be in writing and

22 shall state the reasons therefor.

28 § 805. Compensation of members of the Tribunal; expenses of the
24 Tribunal

25 (a) In proceedings for the distribution of royalty fees, the compen-

26 sation of members of the Tribunal and other expenses of the Tribunal

27 shall be deducted prior to the distribution of the funds.

28 (b) In proceedings for the adjustment of royalty rates, there is

29 hereby authorized to be appropriated such sums as may be necessary.

30 (c) The Library of Congress is authorized to furnish fs ilities and

31 incidental service to the.Tribunal.

82 (d) The Tribunal is authorized to procure temporary and inter-

83 mittent services to the same extent as is authorized by section 8109 of

84 title 5, United States Code.

85 § 806. Reports to the Congress
3s The Tribunal immediately upon making a final determination .-I

37 any proceeding for adjustment of a statutory royalty shall transmit

38 its decision, together with the reasons therefor, to the Secretary of the

39 Senate and the Clerk of the House of Representatives for reference

40 to the Judiciary Committees of the Senate and the House of

41 Representatives.
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1 § 807. Effective date of royalty adjustment
2 (a) Prior to the expiration of the first period of ninety calendar
3 days of continuous session of the Congress, following the transmittal
4 of the report specified in section 800, either House of the Congress may
5 adopt a resolution stating in substance that the House does not favor
6 the recommended royalty adjustment. and such adjustment, therefore,
7 shall not become effective.

8 (b) For the purposes of subsection (a) of this section
9 (1) Continuity of session shall be considered as broken only by

10 an adjournment of the Congress sine die, and
11 (2) In the computation of the ninety-day period there shall be
12 excluded the days on which either House is not in session because
18 of an adjournment of more than three days to a day certain.
14 (c) In-the absence of the passage of such a resolution by either
15 House during said ninety-day period, the final determination by the
16 Tribunal of a petition for adjustment shall take effect on the first day
17 following ninety calendar days after the expiration of the period speci-
18 fied by subsection (a).
19 (d) The Register of Copyrights shall give notice of such effective
20 date by publication in the Federal Register not less than sixty days
21 before said date.
22 § 808. Effective date of royalty distribution
2a A final determination of the Tribunal concerning the distribution
24 of royalty fees deposited with the Register of Copyrights pursuant to
25 sections 111, 114, and 116 shall become effective thirty days following
26 such determination unless prior to that time an application has been
27 filed pursuant to section 809 to vacate, modify or correct the determina-
28 tion, and notice of such application has been served upon the Register
29 of Copyrights. The Register upon the expiration of thirty days shall
80 dist-bute such royalty fees not subject to any application filed pur-
81 suant it) section 809.
82 § 809. Judicial review
38 In any of the following cases the United States District Court for
84 the District of Columbia may make an order vacating, modifying or
85 correcting a final determination of the Tribunal concerning the distri-
38 bution of royalty fees-
37 'a) Where the determination was procured by corruption, fraud,
38 or undue means.
39 (b) Where there was evident partiality or corruption in any mem-
49 ter of the panel.
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1 (c) Where any member of the panel was guilty of any misconduct

2 by which the rights of any party have been prejudiced.

8 TRANSITIO!NAL AND SUPPLE3MNTARY PROVIIONS

4 SEC. 102. This title becomes effective on January 1, 1975, except as

5 otherwise provided by sections 111(c) and 304(b) of title 17 as

6 amended by this title.

7 SEC. 103. This title does not provide copyright protection for any

8 work that goes into the public domain before January 1, 1975. The
9 exclusive rights, as provided by section 106 of title 17 as amended

10 by this title, to reproduce a work in phollorecords and to distribute

11 phonorecords of the work, do not extend to any nondramatic musical

12 work copyrighted before July 1,1909.

13 SEC. 104. All proclamations issued by the President under sections

14 l(e) or 9(b) of title 17 as it existed on December 31, 1974, or under

15 previous copyright statutes of the United States shall continue in

16 force until terminated, suspended, or revised by the President.

17 SEc. 105. (a) (1) Section 505 of title 44, United States Code, Sup-

18 plement IV, is amended to read as follows:

19 "§ 505. Sale of duplicate plates

20 "The Public Printer shall sell, under regulations of the Joint Com-

21 mittee on Printing to persons who may apply, additional or duplicate

22 stereotype or electrotype plates from which a Government publication

23 is printed, at a price not to exceed the cost of composition, the metal,

24 and making to the Government, plus 10 per centum, and the full

25 amount of the price shall be paid when the order is filed."

26 (2) The item relating to section 505 i- the sectional analysis at the
27 beginning of chapter 5 of title 44, United States Code, is amended to

28 read as follows:
"M5. Sale of duplicate plates."

29 (b) Section 2113 of title 44, United States Code, is amended to read
30 as follows:

31 U§ 2113. Limitation on liability

32 "When letters and other intellectual productions (exclusive of
33 patented material, published works under copyright protection, and
34 unpublished works for which copyright registration has been made)

35 come into the custody or possession of the Administrator of General
36 Services, the United States or its agentL are not liable for infringe-

"? ment of copyright of analogous rights arising out of use of the

.)d materials for display, inspection, research, reproduction, or other
39 purposes."
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1 (c) In section 1498(b) of title 28 of the United States Code, the

2 phrase "section 101(b) of title 17" is amended to read "section 504(c)

8 of title 17".

4 (d) Section 543(a) (4) of the Internal Revenue Code of 1954, as

5 amended, is amended by striking out "(other than by reason of sec-

6 tion 2 or 6 thereof)".

7 (e) Section 4152(a) of title 39 of the United States Code is

8 amended by striking out clause (5).

9 (f) In section 6 of the Standard Reference Data Act (section

10 290(e) of title 15 of the United States Code, Supplement IV), sub-

11 section (a) is amended to delete the reference to "section 8" and to

12 substitute therefor the phrase "section 105".

18 'SEc. 106. In any case where, before January 1, 1975, a person has

14 lawfully made parts of instruments serving to reproduce mechani-

15 cally a copyrighted work under the compulsory license provisions of

16 section 1(e) of title 17 as it existed on December 31, 1974, he may

17 continue to make and distribute such parts embodying the same me-

18 chanical reproduction without obtaining a new compulsory license

19 under the torms of section 115 of title 17 as amended by this title.

20 However, such parts made on or after January 1, 1975, constitute

21 phonorecords and are otherwise subject to the provisions of said

22 section 115.

28 Sco. 107. In the case of any work in which an ad interim copyright

24 is subsisting or is capable of being secured on December 31, 1974,

25 under section 22 of title 17 as it existed on that date, copyright pro-

26 tection is hereby extended to endure for the term or terms provided

27 by section 304 of title 17 as amended by this title.

28 SEC. 108. The notice provisions of sections 401 through 403 of title

29 17 as amended by this title apply to all copies or phonorecords publicly

30 distributed on or after January 1, 1975. However, in the case of a work

81 published before January 1, 1975, compliance with the notice provi-

32 sions of title 17 either as it existed on December 31, 1974, or as amended

38 by this title, is adequate with respect to copies publicly distributed

34 after December 31,1974.

35 SEC. 109. The registration of claims to copyrigh. for which the

36 required deposit, application, and fee were received in the Copyright

37 Office before January 1, 1975, and the recordation of assignments of

88 copyright or other instruments received in the Copyright Office before

39 January 1, 1975, shall be made in accordance with title 17 as it existed

40 on Dcember 31,1974.
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1 SEC. 110. The demand and penalty provisions of section 14 of title
2 17 as it existed on December 81,1974, apply to any work in which copy-
8 right has been secured by publication with notice of copyright on or
4 before that date, but any deposit and registration made after that date

5 in response to a demand under that section shall be made in accordance
6 with the provisions of title 17 as amended by this title.
7 Szc. 111. All causes of action that arose under title 17 before Jan-
8 uary 1,1975, shall be governed by title 17 as it existed when the cause of
9 action arose.

10 Soc. 112. If any provision of title 17, as amended by this title, is
11 declared unconsititutional, the validity of the remainder of the title
12 is not affected.
18 TITLE II-NATIONAL COMMISSION ON NEW TECHNO-
14 LOGICAL USES OF COPYRIGHTED WORKS
16 ESTABLISHMENT AND PURPOSE OF COMMISSION

16 Szc. 201. (a) There is hereby created in the Library of Congress a
17 National Commission on New Technological Uses of Copyrighted
18 Works (hereafter called the Commission).
19 (b) The purpose of the Commission is to study and compile data on:
20 (1) the reproduction and use of copyrighted works of author-
21 shbip-
22 (A) in conjunction with automatic systems capable of stor-
28 ing, processing, retrieving, and transferring information, and
24 (B) b.y various forms of machine reproduction, not includ-
25 ing reproduction by or at the request of instructors for use
26 in face-to-face teaching activities; and
27 (2) the creation of new works by the application or intervertion
28 of such automatic systems or machine reproduction.
29 (c) The Commission snall make recommendations as to such

30 changes in copyright law or procedures that may be necessary to
81 assure for such purposes access to copyrighted works, and to provide

32 recognition of the rights of copyright owners.
838 WMEMzs nrP or TEM OOMYISION

84 Szc. 202. (a) The Commission shall be composed of thirteen voting
35 members, appointed as follows:
36 (1) Four members, to be appointed by the President, selected
87 from authors and other copyright owners;
88as (2) Four members, to be appointed by the President, selected
39 from users of copyright works;
40 (8) Four nongovernmental members to bo ,appointed by the
41 President, selected from the public generally;
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1 (4) The Librarian of Congress.
2 (b) The President shall appoint a Chairman, and a Vice Chair-

.3 man who shall act as Chairman in the absence or disability of the

4 Chairman or in the event of a vacancy in that office, from among

5 the four members selected from the public generally, as provided by

6 clause (8) of subsection (a). The Register of Copyrights shall serve

7 ex officio as a nonvoting member of the Commission.

8 (c) Seven voting members of the Commission shall constitute a

9 quorum.

10 (d) Any vacancy in the Commission shall not affect its powers and

11 shall be filled in the same manner as the original appointment was

12 made.

18 COxHENsATIOH OF MESBmERS OF COMMISSION8

14 SEC. 203. (a) Members of the Commission, other than officers or

15 employees of the Federal Government, shall receive compensation at

16 the rate of $100 per day while engaged in the actual performance

17 of Commission duties, plus reimbursement for travel, subsistence, and

18 other necessary expenses in connection with such duties.

19 (b) Any members of the Commission who are officers or employ-

20 ees of the Federal Government shall serve on the Commission with-

21 out compensation, but such members shall be reimbursed for travel,

22 subsistence, and other necessary expenses in connection with the per-

28 formance of their duties.
24 arrro

25 SEC. 204. (a) To assist in its studies, the Commission may appoint

26 a staff which shall be an administrative part of the Library of

27 Congress. The staff shall be headed by an Executive Director, who

28 shall be responsible to the Commission for the Administration of the

29 duties entrusted to the staff.

80 (b) The Commission may procure temporary and intermittent

81 services to the same extent as is authorized by section 8109 of title

82 5, United States Code, but at rates not to e:.ceed $100 per day.

88 zxzNsZs or OFrH COMIssIoN

84 Slc. 205. There are hereby authorized to be appropriated such sums

35 as may be necessary to carry out the provisions of this title.

86 PRzPoRT

87 Szc. 206. (a) Within one year after the first meeting of the Com-

38 mission it shall submit to the President and the Congress a preliminary

89 report on its activities.

40 (b) Within three years after the enactment of this Act the Comn-
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1 mission shall submit to the President and the Congress a final report

2 on its study and investigation which shall include its recommenda-

3 tions and such proposals for legislation and administrative action as

4 may be necessary to carry out its recommendations.

5 (c) In addition to the preliminary report and final report required

6 by this section, the Commission may publish such interim reports as

7 it may determine, including but not limited to consultant's reports,

8 transcripts of testimony, seminar reports, and other Commission

9 findings.

10 POWERS OF THE COMMISSION

11 Szc. 207. (a) The Commission or, with the authorization of the

12 Commission, any three or more of its members, may, for the purpose of

13 carrying out the provisions of this title, hold hearings, administer

14 oaths, and require, by subpoena or otherwise, the attendance and testi-

15 mony of witnesses and the production of documentary material.

16 (b) With the consent of the Commission, any of its members may

17 hold any meetings, seminars, or conferences considered appropriate

18 to provide a forum for discussion of the problems with which it is

19 dealing.

20 TERMINATIOr

21 Szc. 208. On the sixtieth day after the date of the submission of its

22 final report, the Commission shall terminate and all offices and

28 employment under it shall expire.

24 TITLE III-PROTECTION OF ORNAMENTAL DESIGNS

25 OF USEFUL ARTICLES

26 DEMIONS PROTECTED

27 Szc. 301. (a) The author or other proprietor of an original orna-

28 mental design of a useful article may secure the protection provided

29 by this title upon complying with and subject to the provisions hereof.

30 (b) For the purposes of this title--

81 (1) A "useful article" is an article which in normal use has an in-

32 trinsic utilitarian function that is not merely to portray the appearance

38 of the article or to convey information. An article which normally is

84 a part of a useful article shall be deemed to be a useful article.

35 (2) The "design of a useful article", hereinafter referred to as a

86 "design", consists of those aspects or elements of the article, including

87 its two-dimensional or three-dimensional features of shape and sur-

88 face, which make up the appearance of the article.

89 (3) A design is "ornamental" if it is intended to make the article

40 attractive or distinct in appearance.
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1 (4) A design is "original" if it is the independent creation of an

2 author who did not copy it from another source.

3 DESIONS NOT suBJE.cT TO PROECTION

4 Sac. 802. Protection under this title shall not be available for a

5 design that is--

6 (a) not original,
7 (b) staple or commonplace, such as a standard geometric figure,

8 familiar symbol, emblem, or motif, or other shape, pattern, or

9 configuration which has become common, prevalent, or ordinary;

10 (c) different from a design excluded by subparagraph (b)

11 above only in insignificant details or in elements which are vari-

12 ants commonly used in the relevant trades; or

18 (d) dictated solely by a utilitarian function of the article that

14 embodies it;

15 (e) composed of three-dimensional features of shape and sur-

16 face with respect to men's, women's, and children's apparel, in-

17 cluding undergarments and outerwear.

18 REVISIONS, ADAPTATION8, AND REARRANOEMENTS

19 SEC. 808. Protection for a design under this title shall be available

20 notwithstanding the employment in the design of subject matter ex-

21 eluded from protection under section 802, if the design is a substantial

22 revision, adaptation, or rearrangement of said subject matter: Pro-

2:. vided, That such protection shall be available to a design employing

24 subject matter protected under title I of this Act, or title 35 of the

25 United States Code or this title, only if such protected subject matter

26 is employed with the consent of the proprietor thereof. Such pro-

27 tection shall be independent of any subsisting protection in subject

28 matter employed in the design, and shall not be construed as securing

29 any right to subject matter excluded from protection or as extending

80 any subsisting protection.

81 coMMzENCEzNT OF PRoYzTION

82 Szc. 804. (a) The protection provided for a design under this title

88 shall commence upon the date when the design is first made public.
84 (b) A design is made publi" when, by the proprietor of the design

85 or with his consent, an existing useful article embodying the design

86 is anywhere publicly exhibited, publicly distributed, or offered for

87 sale or sold to the public.
88 TzRM OF PROTczION

89 Szc. 805. (a) Subject to the provisions of this title, the protection

40 herein provided for a design shall continue for a term of fire years

20-344 0 - 73 - 6
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I from .. . date of the commencement of protection as provided in sec-
2 tion 804 (a), but if a proper application for renewal is received by the
8 Administrator during the year prior to the expiration of the fime-year
4 term, the protection herein provided shall be extended for an addi-
5 tional period of five years from the date of expiration of the first five
6 years.
7 (b) If the design notice actually applied shows a date earlier than
8 the date of the commencement of protection as provided in section
9 804(a), protection shall terminate as though the term had commenced

10 at the earlier date.
11 (c) Where the distinguishing elements of a design are in sub-
12 stantially the same form in a number of different useful articles, the
18 design shall be protected as to all such articles when protected as to
14 one of them, but not more than one registration shall be required. Upon
15 expiration or termination of protection in a particular resign as pro-
16 vided in this title all rights under this title in said design shall ter-
17 minate, regardless of the number of different articles in which the
18 design may have been utilized during the term of its protection.
19 TM DEsIGN NoTICE

20 Sc. 806. (a) Whenever any design for which protection is sought
21 under this title is made public as provided in section 804(b), the
22 proprietor shall, subject to the provisions of section 807, mark it or
28 have it marked legibly with a design notice consisting of the following
24 three elements:
25 (1) the words "Protected Design", the abbreviation "Prot'd
26 Des." or the letter "D" within a circle, thus );
27 (2) the year of the date on which the design was first made
28 public; and
29 (8) the name of the proprietor, an abbreviation by which the
8110 name can be recognized, or a generally accepted alternative desig-
81 nation of the proprietor; any distinctive identification of the pro-
82 prietor may be used if it has been approved and recorded by
88 the Administrator before the design marked with snch identi1ca-
84 tion is made public.
85 After registration the registration number may b3 used instead of
86 the elements specified in (2) and (8) hereof.
87 (b) The notice shall be so located and applied as to give reasonable
88 notice of design protection while the useful article embodying ther
89 design is passing through its normal channels of commerce. This re-
40 quirement may be fulfilled, in the case of sheetlike or strip materials
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1 bearing repetitive or continuous designs, by application of the notice
2 to each repetition, or to the margin, selvage, or reverse side of the ma-
8 terial at reasonably frequent intervals, or to tags or labels affixed to
4 the material at such intervals.
5 (c) When the proprietor of a design has complied with the provi-
6 sions of this section, protection under this title shall not be affected by
7 the removal, destruction, or obliteration by others of the design notice
8 on an article.
9 _zrCr oF C' (LSsON or Nonci

10 Swc. 807. The omission of the notice prescribed in section 306 shall
11' not cause loss of the protection or prevent recovery for infringement
12 against any person who, after written notice of the design protection,
13 begins an undertaking leading to infringement: Provided, That such
14 omission shall prevent any recovery under section 822 against a person
15 who-began an undertaking leading to infringement before receiving
16 written notice of the design protection, and no injunction shall be
17 had unless the proprietor of the design shall reimburse said person
18 for any reasonable expenditure or contractual obligation in connec-
19 tion with such undertaking incurred before written notice of design
20 protection, as the court in its discretion shall direct. The burden
21 of proving written notice shall be on the proprietor.
22 INRINOMZO(NT

28 Szo. 808 (a) It shall be infringement of a design protected under

24 this title for any person, without the consent of the proprietor of
25 the design, within the United States or its territories or possessions
26 and during the term of such protection, to-
27 (1) make, have made, or import, for sale or for use in trade,
28 any infringing article as defined in subsection (d) hp eof; or
29 (2) sell or distribute for sale or for use in trade any such
30 infringing article: Provided, however, That a seller or distributor

81 of any such article who did not make or import the same shall be
82 deemed to be an infringer only if-
*88 (i) he induced or acted in c .... on with a manufacturer to
84 make, or an importer to import such article (merely purchas-
35 ing or givt5 tin order to purchase in tue ordinary course of
36 business shall not of itself constitute such inducement or
37 collurion); or
38 (ii) hi, refuses or foils upon the request of the proprietor

.39 of the design to make a prompt and full disclosure of his
40 source of such article, and he orders or reorders such article
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1 after having received notice by registered or certified mail

2 of the protection subsisting in the design.
8 (b) It shall be not infringement to make, have made, import, sell,

4 or distribute, any article embodying a design created without knowl-

5 edge of, and copying from, a protected design.

6 (c) A person who incorporates into his own product of manufacture
7 an infringing article acquired from others in the- ordinary course of

8 business, or who, without knowledge of the protected design, makes or
nrocesses an infringing article for the account of another person in the

1 -:nary 'ourse of business, shall not be deemed an infringer except

11 under the Cnditions of clauses (i) and (ii) of paragraph (a) (2) of

12 this sectiom. Accepting an order or reorder from the source of the in-

18 fringing article shall be deemed ordering or reordering within the

14 meaning of clause (ii) of paragraph (a) (2) of this section.

15 (d) An "infringing article" as used herein is any article, the design

16 of which has been copied from the protected design, without the con-

17 sent of the proprietor: Provided however, That an illustration or

18 picture of a protected design in .. dvertisement, book, periodical,

19 newspaper, photograph, broadcast, motion picture, or similar medium

20 shall not be deemed to be an infringing article. An article is not an

21 infringing article if it embodies, in common with the protected design,

22 only elements described in subsections (a) through (d) of section 302.

283 (e) The party alleging rights in a design in any action or proceed-

24 ing shall have the burden of affirmatively establishing its originality

25 whenever the opposing party introduces an earlier work which is

26 identical to such design, or so similar as to make a prima facie show-

27 ing that such design was copied from such work.

28 APPLICATION FOR REGISTRATION

29 SEC. 309. (a) Protection under this title shall be lost if application

30 for registration of the design is not made within six months after the

31 date on which the design was first made public as provided in section

a2 304(b).

83 (b) Application for registration or renewal may be made by the

34 proprietor of the design.

35 (c) The application for registration shall be made to the Adminis-

36 trator and shall state (1) the name and address of O'.u author or

87 authors of the design; (2) the name and address of the proprietor

38 if different from the author; (8) the specific name of the article, in-

'39 dicating its utility; (4) thel date when the design was first made public

40 as provided jn section 304(b) ; and (5) such other information as may
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1 be required by the Administrator. The application for registration

2 may include a description setting forth the salient features of the de-

3 sign, but the absence of such a description shall not prevent registra-

4 tion under this title.

5 (d) The application for registration shall be accompanied by a

6 statement under oath by the applicant or his duly authorized agent or

7 representative, setting forth that, to the best of his knowledge and be-

8 'lief (1) the design is original and was created by the author or authors

9 named in the application; (2) the design has not previously been regis-

10 tered on behalf of the applicant or his predecessor in title; (3) the de-

11 sign has been made public as provided in section 301(b); and (4) the

12 applicant is the person entitled to protection and to registration under

13 this title. If the design has been made public with the design notice

14 prescribed in section 306, the statement shall also describe the exact

15 form and position of the design notice.

16 (e) Error in any statement or assertion as to the utiliy of the article

17 named in th.e application, the design of which is sought. to be regis-

18 tered, shall not affect the protection secured under this ttle.

I9 (f) Lrrors in omitting a joint author or in naming an alleged joint

20 author shall not affect the validity of the registration, or the actual

21 ownership or the protection of the design: Provided, That the name of

22 one individual who was in fact an author is stated in the application.

23 Where the design was made within the regular scope of the author's

24 employment and individual authorship of the design is difficult or im-

25 possible to ascribe and the application so states, the name and address

26 of the employer for w:hom the design was made may be stated instead

27 of that of the individual authoir.,

28 (g) The application for registration shall be accompanied by two

25 copies of a drawing or other pictorial representation of the useful

P, article having one or more views adequate to show the design, in a

81 form and style suitable for reproduction, rwhich shall be deemed a

32 part of the application.

88 (h) Related useful articles having common design features may be

84 included in the same application under such conditions as may be pre-

35 scribed by the Administrator.

36 BENEFIT OF EARLIER FILING DATE IN FOREIGN COUNTRY

87 Src. 310. An application for registration of a design filed in this

38 country by any person who has, or whose legal representative or pred-

89 ecessor or successor in title has previously regularly filed an applica-

40 tion for , i:tl ration of the same design in a fowii5n country which af-
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1 fords similar privileges in the case of applications filed in the United

2 States or to citizens of the United States shall have the same effect

8 as if filed in this country on the date on which the application was

4 first filed in any such foreign country, if the application in this country

5 is filed within six months from the earliest date on which any such
6 foreign application was filed.

7 OATHS AND ACKNOWLeDGMENTS

8 SEC. 311. Oaths and acknowledgments required by this title may be

9 made before any person in the United States authorized by law to
10 administer oaths, or, when made in a foreign country, before any

11 diplomatic or consular officer of the United States authorized to ad-

12 minister oaths, or before any official authorized to administer oaths in

18 the foreign country concerned, whose authority shall be proved by a

14 certificate of a diplomatic or consular officer of the United States, and

15 shall be valid if they comply with the laws of the state or country

16 wha,, made.

17 EXAMINATION OF APPLICATION AND IS8UE OR REFUSAL OF REGIfTRATI0N

18 Szc. 312 (a) Upon the filing of an application for registration in

19 proper form as provided in section 309, and upon payment of the fee

20 provided in section 315, the Administrator shall determine whether
21 or not the application relates to a design which on its face appears to

22 be subject to protection under this title, and if so, he shall register the

23 design. Registration under this subsection shall be announced by

24 publication.

25 (b) If, in his judgment, the application for registration relates to

26 a design which on its face is not subject to protection under this title,.

27 the Administrator shall send the applicant a notice of his refusal to

98 register and the grounds therefor. Within three months from the date
29 the notice of refusal is sent, the applicant may request, in w-rting, re-
80 consideration of his application. After consideration of such a request,
81 the Administrator shlall either register the design or send the applicant
82 a notice of his final refusal to register.
O8 (c) Any person who believes he is or will be damaged by a registra-

84 tion under this title may, upon payment of the prescribed fee, apply
59 to the Administrator at any time to cancel the registration on the

36 ground that the design is not subject to protection under the provisions
87 of this title, stating the reasons therefor. Upon receipt of an appliesa-

88 tion for cancellation, the Administrator shall send the proprietor of
89 the design, as shown in the records of the Office of the Administrator, a
40 notice of said application, and the proprietor shall hare a period of
41 three months from the date such notice was mailed in which to present
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1 arguments in support of the validity of the registration. It shall also

2 be within the authority of the Administrator to establish, by regula-

8 tion, conditions under which the opposing parties may appear and be

4 heard in support of their arguments. If, after the periods provided for

5 the presentation of arguments have expired, the Administrator deter-

6 mines that the applicant for cancellation has established that the de-

7 sign is not subject to protection under the provisions of this title, he

8 shall order the registration stricken from the record. Cancellation

9 under this subsection shall be annomnced by publication, and notice of

10 the Administrator's final determination with respect to any application

11 for cancellation shall be sent to the applicant and to the proprietor

12 of record.
18 (d) Remedy against a final adverse determination under subpara-

14 graphs (b) and (c) above may be had by means of a civil action

15 against the Administrator pursuant to the provision of section 1831 of

16 title 28, United States Code, if commenced within such time after such

17 decision, not less than 60 days, as the Administrator appoints.
18 (e) When a design has been registered under this section, the lack

19 of utility of any article in which it has been embodied shall be no
20 defense to an infringement action under section 320, and no ground for

21 cancellation under subsection (c) of this section or under section 828.

22 CZRT1CATZ or RzomITBro N

28 Szc. 318. Certificates of registration shall be issued in the name of

24 the United States under the seal of the Office of the Administrator and

25 shall be recorded in the official records of that Office. The certificate

286 shall state the name of the useful article, the date of filing of the appli-

27 cation, the date on which the design was first made public as provided

28 in section 804(h) or any earlier date as set forth in section 805 (b), and

29 shall contain a reproduction of the drawing or other pictorial repre-
80 sentation showing the design. Where a description of the salient fea-

81 tures of the design appears in the application, this description shall

32 also appear in the certificate. A renewal certificate shall contain the

88 date of renewal registration in addition to the foregoing. A certificate

84 of initial or renewal registration shall be admitted in any court as

85 prima facie evidence of the facts stated therein.

36 PUauoJor o0 0 ANMNOUNC. eN AhND AINDEX
87 Szac 814. (a) The Administrator shall publish lists and indexes of

88 registered designs and cancellatioDs thereof and may also publish the

89 drawing or other pictorial representations of registered designs for

40 sale or other distribution.
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1 (b) The Administrator shall establish and maintain a file of the

2 drawings or other pictorial representations of registered designs, which

8 file shall be available for use by the public under such conditions as
4 the Administrator may prescribe.

6 SEC. 315. (a) There shall be paid to the Administrator the following

7 fees:

8 (1) On filing each application for registration or for renewal of reg-
9 istration of a design, $15.

10 (2) For each additional related,article included in one application,

11 $10.
12 (8) For recording assignment, $3 for the first six pages, and for each

18 additional two pages or less, $1.

14 (4) For a certificate of correction of an error not the fault of the

15 Office, $10.

16 (5) For certification of copies of records, $1.
17 (6) On filing each application for cancellation of a registration, $15.
13 (b) The Administrator may estabh'sh charges for materials or serv-
19 ices furnished by the Office, not specified above, reasonably related to

20 the cost thereof.
REGULATIONS

212 SEC. 316. The Admninistrator may establish regulations not incon-

sistent with law for the administration of this title.

24 COPIEr OF RECORDS

25 Szc. 817. Upon payment of the prescribed fee, any person may ob-
26 tain a certified copy of any official record of the Office of the Adminis-

27 trator, which copy shall be admissible in evidence with the same effect
28 as the original.
29

CORRECTION OF ERRORS IN CERTIFICATES
80
81 SEC. 318. The Administrator may correct any error in a registration
82 incurred through the fault of the Office,.or, upon payment of the re-
38 quired fee, any error of a clerical or typographical nature not the fault

84 of the Office occurring in good faith, by a certificate of correction under

85 seal. Such registration, together with the certificate, shall thereafter

86 have the same effect as if the same had been originally issued in such
37 corrected form.

88 OWNERSHIP AND TRANSFER
89 SEC. 819. (a) The property right in a design subject to protection

40 under this title shall vest in the author, the legal representatives of a

41 deceased author or of one under legal incapacity, the employer for
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1 whom the author created the design in the case of a design made

2 within the regular scope of the author's employment, or a person to

8 whom the rights of the author or of such employer have been trans-

4 ferred. The person or persons in whom the property right is vested

5 shall be considered the proprietor of the design.

6' (b) The property right in a registered design, or a design for which

7 an application for registration has been or may be filed, may be as-

8 signed, granted, conveyed, or mortgaged by an instrument in writing,

9 signed by the proprietor, or may be bequeathed by will.

10 (c) An acknowledgr.lent as provided in section 311 shall be prima

11 facie evidence of the execution of an assignment, grant, conveyance,

12 or mortgage.

13 (d) An assignment, grant, conveyance, or mortgage shall be void

14 as against any subsequent purchaser or mortgage for a valuable con-

15 sideration, without notice, unless it is recorded in the Office of the

16 Administrator within three months from its date of execution or prior

17 to the date of such subsequent purchase or mortgage.

18 ' EMEDY MrR INFPRIEMENT

19 SEo. 320. (a) The proprietor of a design shall have remedy for in-

20 fringement by civil action instituted after issuance of a certificate of

21 registration of the design.

22 (b) The proprietor of a design may have judicial review of a final

23 refusal of the Administrator to register the design, by a civil action

24 brought as for infringement if commenced within the time specified

25 in section 312 (d), and shall have remedy for infringement by the same

26 action if the court adjudges the design subject to protection under this

27 title: Provided, That (1) he has previously duly filed and duly pros-

28 ecuted to such final refusal an application in proper form for regis-

29 tration of the designs, and (2) he causes a copy of the complaint in

80 action to be delivered to the Administrator within ten days after the

a: commencement of the action, and (3) the defendant has committed acts

82 in respect to the design which would constitute infringement with

as respect to a design protected under this title.

4 INJUNCTION

35 SEc. 321. The several courts having jurisdiction of actions under

36 this title may grant injunctions in accordance with the principles of

37 equity to prevent infringement, including in their discretion, prompt

38 relief by temporary restraining orders and preliminary injunctions.

39 RECOVERY FOR INFRINOEMENT, AND 80 FORTH

40 SEC. 3822. (a) Upon finding for the claimant the court shall award

41 him damages adequate to compensate for the infringement, but in
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1 no event less than the reasonable value the court shall assess them.

2 In either event the court may increase the damages to such amount,

8 not exceeding $5,000 or $1 per copy, whichever is greater, as to the

4 court shall appear to be just. The damages awarded in any of the

5 above circumstances shall constitute compensation and not a penalty.

6 The court may receive expert testimony as an aid to the determination
7 of damages.

8 (b) No recovery under paragraph (a) shall be had for any infringe-

9 ment committed more than three years prior to the filing of the
10 complaint.

11 (c) The court may award reasonable attorney's fees to the prevail-
12 ing party. The court may also award other expenses of suit to a
18 defendant prevailing in an action brought under section 320(b).
14 (d) The court may order that all infringing articles, and any plates,

15 molds, patterns, models, or other means specifically adapted for mak-
16 ing the same be delivered up for destruction or other disposition as
17 the court may direct.

18 POWER OF coURTr oaR REGISTRATION

19 Szc. 323. In any action involving a design for which protection is

20 sought under this title, the court when appropriate may order registra-

21 tion of a design or the cancellation of a registration. Any such order

22 shall be certified by the court to the Administrator, who shall make

28 appropriate entry upon the records of his Office.
24 LIAMr= FOR o rroN ON EGISTRATIoN TBAUDULXNTLT OBSTAnI3

25 Szc. 324. Any person who shall bring an action for infringement
26 knowing that registration of the design was obtained by a false or
27 fraudulent representation materially affecting the rights under this
28 title, shall be liable in the sum of $1,000, or such part thereof as the
29 court may determine, as compen-stion to the defendant, to be charged

30 against the plaintiff and paid to the defendant, in addition to such

31 costs and attorney's fees of the defendant as may be assessed by the

82 court.

33 PZNALYr OR FLS MKARKING

34 Smo. 325. (a) Whoever, for the purpose of deceiving the public,
85 marks upon, or applies to, or uses in advertising in connection with any

86 article made, used, distributed, or sold by him, the design of which

37 is not protected under this title, a design notice as specified in section

38 806 or any other words or symbols importing that the design is pro-

89 tected under this title, knowing that the design.,is not so protected,

40 shall be fined not more than $500 for every such offense.

41 (b) Any person may sue for the penalty, in which event, one-half



85

88

1 shall go to the person suing and the other to the use of the United

2 States.

8 PENALTY FO FASE RE PRE8ENTATION

4 SzC. 326. Whoever knowingly makes a false representation mate-

5 rially affecting the rights obtainable under this title for the purpose

6 of obtaining registration of a design under this title shall be fined!

7 not less than $500 and not more than $1,000, and any rights or privi-

8 leges he may have in the design under this title shall be forfeited.

9 RELATION TO COPYRIGOT LAW

10 SEC. 327. (a) Nothing in this title shall affect any right or remedy

11 now or hereafter held by any person under title I of this Act.

12 (b) When a pictorial, graphic, or sculptural work in which copy-

18 right subsists under title I of this Act is utilized in an original orna-

14 mental design of a useful article, by the copyright proprietor or under

15 an express license from him, the design shall be eligible for protection

16 under the provisions of this title.

17 RELtTION TO PATENT LAW

18 SEC. 328. (a) Nothing in this title shall affect any right or remedy

19 available to or held by any person under title 35 of the United States

20 Code.

21 (b) The issuance of a design patent for an ornamental design for

22 an article of manufacture under said title 35 shall terminate any pro-

28 tection of the design under this title.

24 COMMON LAw AND OTHER RIGHTs VNAFFEcTED

25 SEC. 329. Nothing in this title shall annul or limit (1) common law

26 or other rights or remedies, if any, available to or held by any person

27 with respect to a design which has not been made public as provided

28 in section 304(b), or (2) any trademark right or right to be protected

29 against unfair competition.

80 ADMINISTRATOR

31 SEC. 330. The Administrator and Office of the Administrator re-

82 ferred to in this title shall be such officer and office as the President

88 may designate.

84 sEVERA.ILTY CLAUSE

85 SEC. 331. If any provision of this title or the application of such

86 provision to any person or circumstance is held invalid, the remainder

37 of the title or the application to other persons or circumstances shall

38 not be affected thereby.

89 AMENDMENT OF OTHER STATUTES

40 SEC. 382. (a) Subdivision a(2) of section 70 of the Bankruptcy

41 Act of July 1, 1898, as amended (11 U.S.C. 110(a)), is amended
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1 by inserting "designs," after "patent rights," and "design registra-

2 tion," after "application for patent,".
8 (b) Title 28 of the United States Code is amended-

4 (1) by inserting "designs," after "patents," in the first sentence

5 of section 1338(a);

6 (2) by inserting ", design," after "patent" in the second sen-
7 tence of section 1338(a);

8 (3) by inserting "design," after "copyright," in section 1338

9 (b);

10 (4) by inserting "and register designs" after "copyrights" in

11 section 1400; and

12 (5) by revising section 1498(a) to read as follows:

183 "(a) Wheenever a registered design or invention is used or manu-

14 factured by or for the United States without license of the owner

15 thereof or lawful right to use or manufacture the same, the owner's

16 remedy shall be by action against the United States in the Court of

17 Claims for the recovery of his reasonable and entire compensation

18 for such use and manufacture.

19 "For the purposes of this section, the use or manufacture of a

20 registered design or an invention described in and covered by a patent

21 of the United States by a contractor, a subcontractor, or any person,

22 firm, or corporation for the Government and with the authorization

23 or consent of the Government, shall be construed as use or manufac-

24 ture for the United Stotes.

25 "The court shall not award compensation under tliis section if

26 the claim is based on the use or manufacture by or for the United

27 States of any article owned, leased, used by, or in the possession of

28 the United States, prior to, in the case of an invention, July 1, 1918,

29 and in the case of a registered design, July 1, 1976.

80 "A Government employee shall have thc right to bring suit against

81 the Government under this section except where he was in a position

82 to order, influence, or induce use of the registered design or invention

33 by the Government. This section shall not confer a right of action on

34 any registrant or patentee or any assignee of such registrant or pat-

35 entee with respect to any design created by or invention discovered or

36 invented by a person while in the employment or service of the United

87 States, where the design or inyention was related to the official func-

88 tions of the employee, in cases in which such functions included re-

39 search and devP!;i,,aent, or -il tl. m'aking of which Government time,

40 materials, ,r facilities were used."
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1 TIME OF TAKING EFFECT

2 SEC. 333. This title shall take effect one year after enactment of this

8 Act.

4 NO RETROACTIVE EFFECT

5 Szc. 334. Protection under this title shall not be available for any

6 design that bes been made public as provided in section 304(b) prior

7 to the effective date of this title.

8 SHORT TITLE

9 Szc. 335. This title may be cited as "The Design Protection Act of

10 1973."
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Mr. BRENNAN. I further req aest that the statements of all witnesses
which are not read in full be printed in full in the body of the record,
and that the record remain open until August 10 for the filing of sup-
plementary statements to be printed in the appendix to the record.

Senator MCCLEILAN. The Chair sees no objection to the request;
unless there is objection the Chair will so order. What is the date?

Mr. BRENNAN. August 10.
It is desirable, Mr. Chairman, that the transcript be printed during

the recess so that it is available.
Senator MCCLELLAN. Does that give everyone plenty of ti:le?
Mr. BRENNAN. It gives them 10 days.
Senator MCCLELLAN. Ten days, an opportunity to add, file addi-

tional statements or new statements if they like before we go to press.
Mr. BRENNAN. That will be fine.
Senator MCCLELLA.N. On the hearing.
Is that the purpose of it?
Mr. BRENNAN. That is the purpose of it, Mr. Chairman.
Senator McCLELLAN. I think that would be all right. I see no objec-

tion to it.
Mr. BRENNAN. Mr. Chairman, as indicated in the hearing notice,

these 2 days of hearings are being conducted under a time limitation.
The subcommittee has allocated equal time to the principal representa-
tives of the various points of view on five selected issues. I wish to indi-
cate that time consumed in answering questions from the members
of the subcommittee and counsel will not be charged against the time
of the witnesses.

Senator MCCLELLAN. What you propose is, if they are given so
much time, the Senators or counsel can interrupt them for question-
ing, that that period of interruption of questioning will not be charged
against the time allotted to them.

Mr. BRENNAN. That is correct, Mr. Chairman.
Senator MCCLELLAN. That gives them the full time allotted to them

to use for themselves.
Mr. BRENNAN. The subcommittee this morning will consider the

issue of library photocopying which relates to sections 107 and 108 of
title I of the bill and also title I1 of the bill.

The first witnesses are on behalf of the Association of Research Li-
braries, to which 15 minutes has been allocated.

Dr. McCarty, would you identify yourself and your associates for
the record?

Dr. MCCARTHY. Thank you, Mr. Brennan.
Mr. Chairman. my name is Stephen McCarthy. My associates are,

on my right, Winiam Budington, president of the Association of Re-
search Libraries, and executive director of the John Crerar Library
in Chicago. On my left is Mr. Philip Brown, our legal counsel and
second to the left is Mr. Howard Rovelstad, chairman of our copy-
right committee, and director of libraries at the University of Mary-
land.

Mr. Brown and I have prepared statements. Mr. Budington and Mr.
Rovelstad will participate in answering questions if there are any.

Senator MCCLELLAN. Vel v well.
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STATEMENTS OF 1DR. STEPHEN A. ]MCCARTHY, EXECUTIVE DIREC-
TOR, ASSOCIATION OF RESEARCH LIBRARIES; AND PHILIP B.
BROWN, COUNSEL; ACCOMPANIED BY WILLIAM S. BUDINGTON,
PRESIDENT, ASSOCIATION OF RESEARCH LIBRARIES; AND
HOWARD ROVELSTAD, CHAIRMAN, ASSOCIATION OF RESEARCH
LIBRARIES COPYRIGHT COMMITTEE

Dr. MCCARTHY. My name is Stephen McCarthy. I am executive
director of the Association of Research Libraries, an organization of
the principal university and research libraries of the country. We ap-
preciate this opportunity to present the views of the association on
copyright revision bill, S. 1361.

Mr. Chairman, the Association of Research Libraries wishes to
recommend to the committee an amendment to section 108(d) of S.
1361, in the form in which it was submitted to the staff of the com-
mittee during the past week. A copy is attached to this statemelnt.

Senator MCCLELLAN. This copy of the proposed amendment will be
inserted in the record at this point.

[The information referred to follows:]

AMENDMENT TO COPYRIGHT REVISION BILL, S. 1381

Substitute for section 108 (d) the following:
(d) The rights of reproduction and distribution under this section apply to a

copy of a work, other than a musical work, a pictorial, graphic or sculptural work,
or a motion picture or other audiovisual work, made at the request of a user, of
the collections of the library or archives, including a user who makes his request
through another library or archives, but only under the following conditions:

(1) The library or archives shall be entitled, without further investiga-
tion, to supply a copy of no more than one article or other contribution to a
copyrighted collection or periodical issue, or to supply a copy or phonorecord
of a similarly small part of any other copyrighted work.

(2) The library or archives shall be entitled to supply a copy or phono-
record of an entire work, or of more than a relatively small part of it, if the
library or archives has, first determined, on the basis of a reasonable investi-
gation that a copy or Fhonorecord of the copyrighted work cannot readily
be obtained from trade sources.

(3) The library or archives shall attach to the copy a warning that the
work appears to be copyrighted.

and renumber section 108(d) (2) to make it 108 (d) (4).

Dr. MCCARTHY. Thank you, sir.
The purpose of the proposed amendment is to insure by specific leg-

islative language that a customary, long established library service of
providing a photocopy for a reader who requests it may be continued
without infrin gement of copyright. Adoption of the amendment would
remove the threat of suit against libraries arising out of varying judi-
cial interpretations of what is or is not fair use. At the same time this
amendment would assure libraries, which are public service agencies
largely supported by public funds, that they can and should employ
modern technology and methods in serving their readers. It should be
emphasized further that this amendment does not seek to encourage
or develop a new service. Instead, it seeks to assure beyond doubt or
question the legality of a traditional service which was not challenged
for two generations uinder the 1909 Copyright Law until a suit was
brought by the Williams and Wilkins Co. against the National Li-
brary of Medicine several years ago.

The opinion of Commissioner Davis of the IU.S. Court of Claims in
the VWiUams and Wilkins case brings into question the fair use doc.
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trine as applied to library photocopying. Despite the several criteria
of fair use which have been developed by the courts and which are ex-
pressed in section 107 of S. 1361, Commissioner Davis apparently dis-
regarded all criteria except one and focused his attention on the loss
of potential income by the copyright proprietor. In view of this opin-
ion it is apparent that fair use can no longer be considered adequate
assurance for the continuation of customary library services. In our
judgment, the services of libraries to their readers arc sufficient impor-
tance to society and to the nation as a whole to make it desirable to
remove any doubts about the legality of a long established and much
used service.

Section 108(d) (1) of S. 1361 requires the user to prove or demon-
strate to the library that an unused copy is not available from a trade
source. How does the ordinary reader do this? How does the library
know that he has done it? How does the library evaluate the evidence?
Questions such as these and others will inevitably arise, if 108(d) (1)
is permitted to remain unchanged in the copyright revision bill. Ob-
servance of its requirements will impose a substantial added burden
on libraries and on library users and thus will impede access to infor-
mation. The reader who is from a distant library seeking to obtain
library materials through interlibrary loan will be particularly penal-
ized by section 108(d) (1) since he will not be in a position easily and
without substantial loss of time to comply with the requirements of
108(d) (1).

Library support, both locally and at the Federal level is limited.
Appropriating bodies, including the Congress, have adopted measures
designed to encourage the sharing of library resources. This is con-
sistent with traditional library practices. The revision bill without
the amendment we recommend would raise doubts about the continua-
tion of this practice because photocopying has been one of the accepted
ways of sharing scarce library resources.

The requirements cf the bill in its present form would also add sub-
stantially to the expenses of libraries because decisions regarding pho-
tocopying requests could only be made by highly qualified personnel.

It may be noted further that the copyright laws of most foreign
countries contain a specific provision permitting library photocopying
for purposes of personal study and research.

Revision of the copyright law has been under way for ,. period of
years. In that time, copyright proprietors have repeatedll state' that
the library photocopying was causing serious financial damages to their
enterprises. No evidence to support this contention has been pre-
sented. In the absence of evidence, it seems fair to conclude that the
only studies which have been made have indicated that if damage
exists it's very slight.

For these reasons, the Association of Research Libraries recommends
the adoption of the proposed amendment as a means of assuring library
users of the continuation of an important service.

Thank you for y6ur attention. Our legal counsel, Mr. Brcwn, will
now discuss briefly some of the legal aspects of library photocopying
and the proposed amendment.

Thank you, Mr. Chairman.
Senator MCCLELLAN. State very succinctly what you do now, what

is the practice you want to continue.
Dr. MCCARTHY. What we do now, sir, is that many libraries provide

a photocopying service. A reader may request a photocopy of pages
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of a book, of a periodical article or a portion of an article, and this is
supplied in a single copy for the individual's personal use. This is
done both for a person who is physically present or for one who ap-
plies through interlibrary loan.

Senator McCLELLAN. Any charge made for it?
DI). MCCAIrr1Y. Simply the copying cost.
Senator McCrLELLAN. Actual cost, no profit made?
Dr. MlCCAaRTII. Tile cost of tile machine and the paper. That is all.
Senator MICCLELLAN. We now have the Library of Congress furnish

us copies. We can get copies of documlents and articles and materials.
I do not think we pay ally copyright fee. I do not know how it
operates.

Call anyone abuse this right under present practices by getting ma-
telial and profiting from it, commercializing it in aly' way without
paying the copyrighlt fees ?

I)r.fIcCARTiIr. Not to Iny knowledge, si1r.
Senator MICCLELLAN. IS it the allegation that they get no copyright

fee on the one copy that you give to a single customer, single patron.
Is that it?
I)r. MIcCAm'ITr. That is what was alleged in the WVilliams and

Wilkins case, that 'Williams and Wilkins wvould hlave had a certain
income'if they had been paid each time the National Library of MIedi-
cine had copied an article from one of their journals.

Senator MIcCLE:LLAN. Well, would you indicate from your experi-
ellce, observations, hov nmcll additional income if you had to pay a
copyright fee on each copy that you make for indivildual patrons, how
much it would amount to in an averagre library ?

Could you give us any thought on this?
Dr. MAcCAnrTY.'l'hat is quite difficult, sir.
Senator'McCLELrLA. It will vary, of course.
Dr. MCCAinrI¥Y. Over 50 percent of the material copied isinot uilder

copyright ait all, and tllhe rest is spread over such a large number of
publications and publishers/thlat to reimburse publishers for nmaking
the copies would require ax ::r3y elaborate bookkeeping system. It
would actually-a publisller is responsible for the statenment--cost
dimes to collect pennies.

Senator :McCLELLrAN. A publisherl has made that statement ?
Dr. MCCAlrrIIY. That is rigllt, M{r. Curtis Benjamin formerly of

MIcGraw--Hill.
Senator McCCLELLAN. Senator Burdick.
Senator BUmDICK. Yes.
Your objection is to subsection (1) of 108 (d).
Let's givte you an example. Suppose I go to the public library at

Williston, N. Dak., and I want to get page 50 out of a book on zoology
dealingAvith snakes, and I go to the library, and I say I want a copy of
pnage 5G6on. snakes. and the librarian says to me, I think tllhat is avail-
able in tlie publishing house in New York or at the Library of
Congress.

As you read that subsection, if tllat was available as it says here, to
be obtained at normal plricc, an ullnused copy cannot :e obtained--well,
it can be obtained at the Library of Congress or can be obtained in
Neow York--wolld you construe this section to mean that the library
at Williston could not COl)y that l)age (50.

l)r. A[cCART11Y. Yes, sir; that is right.
Senator BImutDcK. That is all.
Senator MCCLELLANT. Anything further ?

20-344-73--7
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Dr. MCCARTHY. I would now li!-e Mr. Brown to present his
testimony.

SenatorMcCLELLAN. Mr. Brown.
Mr. BRENNAN. Mr. Brown, there are 7 minutes remaining.
AMr. BROWN. Mr. Chairman, I would like to speak very briefly on

certain legal points that have arisen recently.
First, my name is Philip B. Brown. I am a partner in the Washing-

ton law firm, Cox, Iangford & Brown, and counsel to the Association
of Research Libraries.

The major legal development on this subject il recent years, apart
from the continuing activity of this bill in Congress, is the court case,
Williams & Wilkins aaainst the United States, pending in the Court
of Claims.

The report of the Commissioner constituting t.lle first decision of
the, case was filed in February of 197'2. The case has been argued and
briefed to the judges of the court, and is awaiting decisiont by the
judges of the court at this time. T le Commissioner held that photo-
copying of entire articles from medical journals by the National Insti-
tutes df M.edic.ine at the request of doctors and medical researchers
constituted infriiihgmcnt of copyright and he recommended that the
court conclude, as ,. matter of law, that plaintiff is entitled to recover
ieasona!ble and entire compensation for infringement of copyright,
the exact amount to be detpl'minea in later proceedings.

Subject to the outcome of the case now pcnding before the judges
of tile court, the main effect of the Commissioner's report on library
phllotocopying is twofold: First, that such photocopying as was in-
volved in the caset constitutes a v:olation of the copyright proprietor's
rights under 17 U.S.C., section 1, and, second, that such copying is.
not protected by the doctrine of fair use. If the Commissioner's report
slhould- )e ad.?pted by the court, tile decision would constitute the first
judicial interpretation of the 1909 act as it applies to library photo-
copying anl-I- an interpretation contrary to both the libraries' under-
st adll ..; o( the meaning of the 1909 act and to the previously unchal-
lenged longstanmding photocopying practices of libraries.

T.hesedevelopmentsh in our opinion underscore the importance of tlie
libraries' request that C(lgress adopt a specific amendment to section
108 (d) of the-bill. authorizing a library to make a single photocopy of
an entire journal article at the reqitest of a uF.er without such a practice
constituting an infringement of copyright.

Prior-to Williamzs & Wilkeihn it could be argued that if libraries
interpreted the 1909 act to authorize such cop-yingsand could point for
support to the fact that the publisher had not challenged that inter-
p)retation and had even particil)atel n angentlemen's agreement for a
period of years which ratified the libraries' practice, tliere was no need
to give the libraries explicit statutory piotection since the revision.
bill lid not take away from libraries any rights which t.-ey then en-
joyed un1der the 1909 act. Today, ;ve submit tlhat it iz not possible'
to assert thalt position, and that the librares' need for new expiicit
staltutory protection for such photocopying is clear.

The amendment proposed by ALAt and ARiL, the two library orga-
nizsations, is sselntial to permit a library to make a conv of an entire.
journal article for a ser. Sucli an amendment would be fully con-
sistent with the literal wording of all copyright statutes pilior to 1909,
and fully consistent with the interpretation placed on the 1909 act by
usels nn(i publishers alil',for abotd G60 years.



93

In addition to adopting the specific photocopying amendment, we
respectfully submit that Congress should also clarify and endorse
the application of the doctrine of fair use to library photocopying.
practices. This is important both because the doctrine had not previ-
ously been judicially applied to library photocopying and because hle:
report of the Commissioner in Williams &d Wilkins, if allowed to stand,
would raise serious doubt whether that doctrine could ever apply to
library photocopying of an entire article, at least by most of the major
libraries.

The Commissioner determined that the copying involved constituted
wholesale copying, apparently simply because of the large number
of individual requesters for each of whom the library made a copy,
and the Commissioner also referred to thei facts that on. some occa-
sions, the same requester could receive a second copy at a later date,
and that the library furnished a copy of the same article to each of a
uiumber of different requesters.

Now, if these facts constitute wholesale copying, sufficient to a
court to deny a library the defense of fair use, it would appear that
the defense s ould not be available to any large library, such as any
of the major research libraries of this country, simply because the
total number of patrons of each of these libraries would be so nu-
merous as to fall within the Commissioner s term "wviolesale," and thus
go beyond fair use.

In order to restore the application of fair use consistent with the
intent of the bills previously considered by this committee in recent
years, we believe it is essential that. Congress reject the interpretation
given to fair use by the Commissioner in the TWilliams c5& lVilkils case
and that Congress further declare that the longstanding practice of
libraries of making a single copy of copyrighted material, including
an entire journal article, is within the meaning of fair use.

Accordingly, we are requesting two things. First is the specific
amendment that Dr. McCarthy referred to in the record, the amend-
ment to sectionl 108(d), and this amendment is proposed by the Asso-
ciation of Research Libraries, and bv the American Library Associa-
tion. The second is some clarification that fair use applies I, .he normal
library practice of making a single photocopy of copyrighted mateiial
for a user.

fNow, those practices would include making a copy of an entire
article or just general photoconying practices of libraries as tlhy
have been traditionally tmnployed for users' requests. We submit
these are essential to permit libraries to continue to serve the needs
of scholars, and as Dr. McCarthy has pointed out, we submit, that there
is no evidence of damage to publishers resulting from this practice.
We believe it is necessary, pprtiCularl.v in. view of the present posture
of the law on this subect, the pIsture of the rep, rt of the Commissioner
in the Court of Clairnis case, and the fact that the court has not vet de-
cided the case, that if Congress enacts a new law on a subject thlat the
law should be clear and certain so as to avoid ambiguity, and we
think that the need for clarity and certainty is underscored by the
penalties that are provided in,the }lill whichl are sufficiently serious
so without clear protection a librarian might very well refuse to make
a copy of a journal for a: usei.

We think that the f.ailure to }be free to do that would run the risc
of failing to give Sr vices to Uhe patrons of libraries, to the greit
detriment of research and scholarship.:
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Senator McCLELLAN. Mr. Brown, I note on page 3 you point out
that for many years the practice was such, somewhat of a gentlemen's
agreement, and you proceeded as you do now and you felt there was
no need for protection.

Is that because no claim at that time was being asserted by the
copyright holders?

Mlr. BnoWN. That is right, PMr. Chairman. There was no lawsuit
brought until the WVilliams & VWilkins suit in vrerv recent years, the
one that is still pending and while tlhere was considerable discussion,
this had not been the problem.

I might point out that in that connection-
Senator MCCLELLAN. Wlhen did this-if there was a change in the

attitude Mith respect to this practice of the copyriglit holders--when
did that occur, and how did it develop a

Mr. BRnoWN. Well, I suppose the position of the copyright proprie-
tors as they have testified before this committee on previous bills speaks
for itself, but this Court of Claims case is the first legal opposition
of which I am aware, and that case has been pending for the past 3 or
4 years. It still is pending.

Senator MCCLELLAN. IIas any effort been made otherwise lo assert
a claim against libraries priorto this suit ?

Ur. BROWN. Not that I kntow of, but perhaps my colleagues can
expound.

Dr. McCCARTHY. I do not believe so, Senator MfcClellan, no legal
action. There may have been some discussion but no legal action has
been taken.

Senator BmRDICK. Well, this presents some intriguing possibilities,
getting back to this Libraty of Congress thing that is being used.

Well, certainly under this section (d) (1), that would also apply to
the Library of Congress, would it not? If the book is found in the
Library of Congress and someone asks for a copy of it here on the
Hill. would that not be the same condition as the library in Williston,
W. D)ak. ?

M.r. BROWNT. Yes, sir.
Senator BtRDtiK. In other. words, the material I am getting then

from the Librarv of Congress from time to time would be illegally
given to me under this act a?

MIr. BRowN. 'Unless they meet the requirements of this provision.
Senator BURmOcK. Well, suppose t.hey say you can get that in New

York at the publishing houses. I could not get it then, could I?
MIr. BROwVN. Ido not believe so.
Dr. McCCARTHY. Not under 108 (d) (1).
Senator BnURDIc. We are constantlyv .getting material from the

Library of Congress, and I am sure a lot of it is covered by copyright.
This section forecloses that.

.Tr. BRowN. Yes.
Senator BURmTCK. Thank you.
One more question. Would you apply this to total works ?
You say when you copy a, total book that has been under copyright ?
AMr. BROWN. I do not know of any instance in which the library has

any desire or wish to copy a total book. The dispute has centered
arollnd whether the library has the right to make a photocopy of a
total single article in an issue of a journal such as the medical jour-
nals-thlat are involved in this lawsuit, and there. if the library has the
right to make a copy of a single article, an entire article, f6r a user,
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that meets -the normal request. I do not believe there ever is a request
for a library to copy an entire issue of a medical journal, because it
would normallv contain several different articles on several different
subjects.

Senator BuSIicx. Well, you are dealing now with what happens,
what is practical. I am getting to what is possible. We have to think of
that. too.

Uinder your language, and under your contention, could an entire
book be copied? Could it be?

Dr. MCCARTHY. No--the second clause of our amendment, Senator'
Burdick, following page 4 of my statement, reads, the library or
archives shall be entitled to supply a copy or phonorecord of an en-
tire work, or of more than a relatively small part of it, if the library
or archives has first determined, on the basis of a reasonable investiga-
tion that a copy or phonorecord of the copyrighted work camnnot
readily be obtained from trade sources.

Senator BURDICK. Well, that is what you are saying now, in- the
present:act, in the proposal.

Dr. MicCARTIHY. It is the distinction between a complete book, sir,
and a periodical article.

Senator BmcRDIC. No. You said-I will read it with you. "The Li-
brary or Archives s!Lall be entitled to supply a copy or phonorecord of
an entire work, or of more than a relatively small part of it, if the
Library or Archives has first determined, on the basis of a reasonable
investigation that a copy or phonorecord cannot be obtained elsewhere"
and so forth. That is what the proposal said.

In effect, we will not make a copy if you can, obtain it elsewhere.
Dr.. MCARTHY. Item one, sir, sub one in our amendment is in a sense

the critical.part of it.
Senator BUJrDICK. Well, you get into a phasey area there of more

than a relatively small part of it, et cetera, et cetera.
Dr. BIcCARTHY1. Yes, sir. Economics operates there. The cost of copy-

ing an entire book is more expensive than to purchase it, and the form
in which it comes out is less satisfactory to use. Libraries, as they are
operating now, do not make copies of complete books.

Senator BunrDIcI. But the thrust of the proposed amendment, the
proposal that we have before us tod&y, you would have no quarrel with
that if applied to the total work.

Mr. BRnoWN. Senator, may I respond to that?
Taking the two paragraphs separately, (d) (1) is talling about a

complete article from a journal, and that right is the new, important
point that is being requested by this amendment, so that it will be clear
that a library can make a single copy of one article in a journal for a
user without violating the copyright.

Now, the second paragraph says that if they cannot get the work
from trade sources, then they can make a copy of the whole thing, or a
small part of it, and there, more than a relatively small part of it,
rather, and there the thought is that perhaps fair use would cover a
relativelv small part of it, and there may not be any need for that be-
ing specifically covered, but the whole thing, or more than a relatively
small part of it would not necessarily come under the fair use, and
therefore should be

Senator BunDICK. Well, thlat is what I am saying. (1) of (d) would
apply then where you had a substantial part of the book or a total
book. You are in agreement on that.
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Mr. BROWN. (1) of (d) is- talking about one article or other con-
tribution to a copyrighted:collection or a periodical issue to our pro-
posed amendment. I think that is the confusion.

I was speaking from the amendment.
Senator BiRDICK. You were saying this idea that you cannot copy

where it is available elsewhere, that you would agree that it would
apply if it was a total work or a substantial part of a total work.

Mr. BROWN. Yes.
Senator BuRDIcK. That is all.
Senator MCCLELLAN. Counsel, do you have any questions?
Mr. BRENNAN. Yes, just one or two question, Mr. Chairman.
Mr. Brown, I would like to come back to Senator Burdick's illus-

tration about a copy of at single page on snakes. You responded to that
solely in terms of section 108 of the bill.

Would you answer Senator Burdick's question taking the bill as
a whole, including section 107 and this subcommittee's interpretation
of fair use?

Mr. BROWN. I would say that apart from what change is in the
process of being made in the concept of fair use by pending court
cases which we must always except out because this process is going on
independently, that would probably be held to be a proper activity
within fair use under 107.

Mr. BRENNAN. So your answer to Senator Burdick, then, is yes;
it could do what he indicated.

Mr. BROWN. I would say probably, Senator, but please bear in mind
that fair use is a defense meaning that if somebody comes and sues
you for doing it, you are then entitled to raise a defense to show that
you were within the law in what you did. We still face the problem
of interpretation on the part of the librarian who has to decide whether
what he is doing is so totally, clearly all right that he is not going to
be sued, or if he is sued, that he can afford to defend, and that defense
will probably help him win it.

Senator MCCLrELLAN. In other words, you think that the fair use re-
quirement is something that you cannot determine, the librarian can-
not determine whether he comes within the purview of fair use when
he performs or makes available copies, that he is always subject to
maybe making a mistake that would make him liable ?

Mr. BnoWN. That is right, Mr. Chairman.
Senator MCCLELLAN. YOU do not know how to interpret fair use in

every instance.
rr. BROWN. I woul~thilk, Mr. Chairman, in view of the fact that

it has been the subjilt In t has been given considerable consideration
by this committee~f ome time, and still is, that the librarian would
consult counsel id would ask if can you do this, and they might
establish some kinl of ground rules as to what they think they can or
cannot do, but he would not have a clear answer without legal advice.

Senator MCCLELLAN-. I guess you also agree that it is very difficult,
the whole subject is very complex, and it is most difficult to proT ide
even by rules, regulation, or even by statute, clarification about which
there could not be different interpretations.

Mr. BROWN. That is right, Mr. Chairman.
Senator MCCLELlAN. It is very difficult, it seems to me.
Mr. BROWN. It is in very large measure, for that reason, that we

stress the great need of libraries to help clear that.
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Senator MCCLELLAN. But we have .to go as far as we can towaird
- aking it certain, as far as what we can do and we cannot do.

Sir. BRoWN. Yes, sir. It is an impoi'tant that the bill go as far as
it call to make it clear and certain that libraries can make a single
photocopy of an entire journal article, for example, or of small por-
tions of works for isers as they have always done.

[The prepared statements of Stephen A. McCarthy and Philip B.
Brown on behalf of the Association of Research Libraries follow:]

STATEMENT OF STEPHEN A. MCCARTHY, EXECUTIVE DIRECTOR,
ASSOCIATION OF RESEABCH LIBRARIES

Mr. Chairman, my name is Stephen McCarthy. I. am Executive Director of the
Association of Research Libraries, an organization of the principal university
and research libraries of the country. We appreciate this opportunity to present
the views of the-Association on the Copyright Revision Bill, S. 1361, and we ask
that this statement be made part of the officialtrecoikd

Mir. Chairman, the Association, of Research Libraries wishes to recommend to
the Committee an amendment to section 108(d) of S. 1361, in the form in which
it was submitted to the staff of the Committee during the past week. A copy is
-attached to this statement.

Mir. Chairman and members of the Committee, the purpose of the proposed
amendment is to ensure by specific legislative language that a customary, long
-established library service of providing a photocopy for a reader who requests it
may be continued without infringement of copyright. Ad6ption of the amendment
would remove the threat of suit against libraries arising out of varying judicial
interpretations of what is or is not "fair use." At the same time this amendment
would assure libraries, which are public service agencies largely supported by
public funds, that they can and shot., employ modern technology arn methods
in serving their readers. It should be emphasized further that this amendment
-does not seek to encourage or develop a new service. Instead it seeks to assure
beyond doubt or question the legality of a traditional service which was not chal-
lenged for two generations under the 1909 Copyright Law until a suit was brought
by the Williams and Wilkins Company against the National Library of Mediecine
:several years ago.

The opinion of Commissioner Davis of the U. S. Court of Claims in the Williamx3
and Wilkinsocase brings into question the fair use doctrine as applied to library
photocopying. Despite the several criteria of fair use which have been developed
by the courts and which are expressed in section 107 of S. 1361, Commissioner
Davis apparently disregarded all criteria except one and focused his attention
on the loss of potential income by the copyright proprietor. In view of this
opinion it is apparent that fair use can no longer be considered adequate assur-
ance for the continuation of customery library services. At best, fair use is a de-
tense in case of a suit. The services of libraries to their readers are of suf-
ficent importance to society and to the nation as a whole to make it desirable to
remove any doubts about the legality of a long established and much used service.

Section 108(d) (1) of S. 1361 requires the user to prove or demonstrate to the
library that an unused copy is not available from a trade source. How does the
,ordinary reader dt, this? How- does the library know that he has done it? How
does the library evaluate the evidence? Questions such as 'these and others will
inevitably arise, if 108(d) (1) is permitted to remain unchanged in the copyright
revision bill. Observance of its requirements will impose a substantial added
burden on libraries and on library users and thus will impede access to in-
formation. At the very least, this requirement vwill cause delays and hang-ups
in service, at a time when the pressure for prompt service is very great.

While it is true that section 108(d) (1) may not affect the library user who
is physically present in the library because be can make a copy for himself on a
self-operated copying machine, it will impose a serious handicap on a reader from
a distant library who is seeking to obtain library -materials through interlibrary
loan. This reader will be dependent on the staff of the library from which the loan
-is requested. The requirements placed on the reader and the library by this
section would be in many cases result in denial of the request because, ompli-
ance with the request-might constitute an infringement of copyright and ),; sub-
ject to a suit for damages. It is clear that 108(d) (1) would thus have the effect
of penalizing the user who does not have direct, personal, physical access to a
large comprehensive library. The number of library users who do not have such
,access is substantial.
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Library support both locally and at the federal level is limited. Appropriate
bodies, including the Congress, adopted measures designed to encourage the
sharing of library resoucres. This is consistent with traditional library practices.
The Revision Bill without the amendment we recommend would raise doubts
about the continuation of this practice because photocopying has been one of the

.accepted ways of sharing scarce library resources.
The requirements of the Bill in its present form would also add substantially

to the expenses of libraries because decisions regarding photocopy requests could
only be made by highly qualified personnel.

It may be noted further that the copyright laws of most foreign countries con-
tain a specific provision permitting library photocopying for purposes of personal
study-and research.

I would emphasize that the amendment we recommend refers to a single, i.e.,
one, photocopy; it applies to one article or item in-a periodical, not to the whole
issue; and it applies to a complete work, i.e., a book, only if the work is no
longer available in book stores.

This amendment does not seek to legalize multiple copying. Libraries are not
trying to become publishers; libraries do not wish to photocopy best sellers or
complete issues of periodicals.

Revision of the copyright law has been underway for a period of years.
In that time, copyright proprietors have repeatedly stated that library photo-
copying was causing serious financial damages to their enterprises. No evidence
to support this contention has been presented. In the absence of evidence, it
seems fair to conclude that the damage is not as serious as has been alleged.

For these reasons, the Association of Research Libraries recommends the
adoption of the proposed amendment as a means of assuring library users of
the continuation of an important service.

Thank you for your attention. Our legal counsel, MIr. Brown, will now dis-
cuss briefly some of the legal aspects of library photocopying and the proposed
amendment.

AMENDMEZNT TO COPYRIGHT REVISION BILL, S. 1361

Substitute for section 108(d) the following:

(d) The rights of reproduction and distribution under this section apply to
a copy of a work, other than a musical vork, a pictorial graphic or sculptural
work, or a motion picture or other audio:.,ll al work, made at the request of
a user of the collections of the library or archives, including a user who makes
his request through another library or archives, but only under the following
conditions: .

(1) The library or archives shall be entitled, without further investiga-
tion, to supply a copy of no more than one article or other contribution
to a copyrighted collection or periodical issue, or to supply a copy or phono-
record of a similarly small part of any other copyrighted work.

(2) The library or archives shall be entitled to supply a copy or phono-
record of an entire work, or of more than a relatively small part of it. if
the library or archives has first determined, on the basis of a reasonable
investigation that a copy or phonorecord of the copyrighted work cannot
readily be obtained from trade sources.

(3) The library or archives shall attach to the copy a warning that the
work appears to be copyrighted.

and renuinber section 108(d) (2) to make it 108(d) (4).

STATEMENT OF PHILIP B. B0OWN, ATTORNEY FOR THIE ASSOCIATION OP RESIEARCII
LIBRARIES

Mr. Chairman. members of the Committee, my name is Philip B. Brown. I aln
a partner in the Washington law firmn Cox, Langford & Brown, counsel to the
Association of Research Libraries. I appreciate this opl)ortunity to appear before
you with the President and Executive Director,of ARL and the Chairman of its
Copyright Commuittee. My statement supplements that of Dr. McCarthy with
emphasis on recent legal developments bearing on the s of library photo-
copying under existing law and under the pending bill.

The major legal development on this subject in recent years is, of course, the
ease Williams l Wilkins v. The United States, pending before the judges of the
Court of Claims following a report of the Commissioner filed on February 16,
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1972. The case has been briefed and argued to the Court and is awaiting decision.
The Commissioner held that the photocopying of entire articles from medical
journals by the National Institutes of Health and the National Library of
Medicine at the request of doctors and medical researchers constituted infringe-
ment of copyright and he recommended that the Court conclude, as a matter of
law, that plaintiff is entitled to recover reasonable and entire compensation for
infringement of copyright, the amount to be determined in further proceedings.

Subject to the pending decision of the Court, the main effect of the Com-
missioner's report on library l)hotocopying is twofold, first to rule that such
photocopying as was involved in the case constitutes a violation of the copy-
right proprietor's rights under 17 U.S.C. § 1, and, secondly, to rule that such
copying is not protected by the doctrine of "fair use." If the Commissioner's
report should be adopted by the Court, the decision would constitute the first
judicial interpretation of the 1909 act as it applies to library photocopying and an
interpretation contrary to both the libraries' understanding of the meaning of the
1909 Act and to the previously unchallenged long-standing photocopying practices
of libraries.

These new developments underscore the importance of the libraries' request
that Congress adopt a specific amendment to Section 108(d) of the pending
Copyright Revision Bill authorizing a library to make a single photocopy of an
entire journal article at the request of a user withgJut such a practice constituting
an :afringement of copyright. Prior to iV!iliams & Wilkins it could be argued
that if libraries interpreted the 1909 Act to authorize such copying and could
point for support to the fact that the publishers had not challenged that inter-
pretation and had even participated in a Gentlemen's.Agreement for a period of
years which ratified the libraries' practice, there was no need to give the librar-
ies explicit statutory protection on this point since the revision bill did not take
away from libraries any rights which they then enjoyed under the 1909 Act.
Today, it is no longer possible to assert that position, and the libraries' need for
explicit statutory protection for such photocopying is clear.

The amendment to Section 108(d) proposed by the American Library As-
sociation and endorsed by the Association of Research Libraries is essential
to permit a library to make a copy of an entire journal article for a user. Such
an amendment would be fully consistent with the literal wording of all copy-
right statutes prior to 1909 and fully consistent with the interpretation placed
on the 1909 Act by users and publishers alike for a period of 60 years.

In addition to adopting the specific photocopying amendment, we respectfully
submit that Congress should also clarify and endorse the application of the,
doctrine of fair use to library photocopying practices. This is important both
because the doctrine had not previously been judicially applied to library
pihotocopying and because the report of the Commissioner in lTilliamns d Wilkins,
if allowed to stand, would raise serious doubt whether the doctrine could ever
apply to library photocopying of an entire article. The Commissioner determined
that the copying involved in NIH and NLMI constituted "wholesale" copying,
apparently simply because of the large number of 'individual requesters for
each of whom the library made a enpy. The Commissioner also referred to the
facts that, on rare occasions, the same requester received a second copy at a
later date and that the library furnished a copy of the same article to a number
of different requesters. If these facts constitute "wholesale" copying, sufficient
to deny a library the defense of fair use, it would appear that the defense
would not be available to any large library, such as any of the major research
libraries of this country, simply because the total number of patrons of each
of these libraries would be so numerous as to fall within the Commissioner's
term "wholesale," and thus go beyond his interpretation of fair use.

In order to restore the application of fair use to libraiy photocopying con-
sistent with the intent of the bills considered by this Committee over recent
years, it is essential that Congress reject the interpretation given to fair use
by the Commissioner illn the l'illiams8 Wilkin8 case and that Congress further
declare that the long-standing practice of libraries of making a single copy of
copyrighted material, including an entire journal article, is within the meaning
of fair use in this bill.

Accordingly, there are two changes in the bill which libraries are requesting
of this Committee: The first is the specific amendment to Section 108(d) pro-
posed by ALA and ARL. The second is clarification that fair use applies to
the normal library practice of making a single photocopy of copyrighted material,
including an entire journal article, for a user.

We respectfully submit that these protections are 'essential to permit libraries
to continue to serve the needs of scholars and to make appropriate use of exist-
ing technological aids in doing so. We submit that there is no evidence of damage



to publishers resulting from this practice and that,iAn fact, the practice promotes
subscriptions to journals rather than replacing them. There is certainly no
evidence that this practice is driving publishers out of business.,,Jibrary photo-
copying deserves continuing protection from Congress. In view of the uncertain
state of the law resulting from the Commissioner's report in Williams d Wilkins,
the statutory protection should be clear and certain.

The need for clarity and certainty is underscored by thefact that, without
the protection of the proposed amendment to Section 108(d), a librarian could
well be liablefor the extensive damages provided for in Section 504 of the bill.
The senteince in Section 504(c) (2). which allows the librarian to prove that
"he -.believed and had reasonable grounds for believing that the reproduction
was.a fair use under SeCtion 107 .. ." is rendered virtually meanin,.gless by the
report of the Commissioner in Williams d Wilkins. Without the proposed amend-
ment to the bill, the librarian would undoubtedly refuse to run the risk of render-
ing the service to the-patron--to the great detriment of research and scholarship.

Senator MICCLELLAN. Thank you very much.
Call the next witness.
Mr. BRENNAN. The next witnesses are on behalf of the American

Library Association, Dr. Edmon Low.
Fifteen minutes have been given- to the American Library Associa-

tion.
Dr. Low, would you identify yourself and counsel for the record,

pleases
Dr. Low. I am Edmon Low, librarian of New College in Sarasota,

Fla., and am chairman of the Copyright Subcommittee of the Ameri-
can Librarv Association, and with your permission I have asked Mr.
North, who is our counsel for ALA, to sit with me to help oi any legal
problems.

Senator MCCLELLAN. Very well.
Dr. Low. In the interest of saving time, and because my statement

duplicates to some extent what has been rad; I thought it might be
better for me to just emphasize a few points that have not been cov-
ered and subriit my statement for the record.

Senator MCCILELAN. Yes. Your statement will be printed in full
in the record.

Now, you may highlight it or supplement it anyway you like.

STATEMENT OF DR. EDMON LOW, LIBRARIAN OF NEW COLLEGE,
SARASOTA, FLA., AND CHAIRMAN, COPYRIGHT SUBCOMMITTEE
OF THE AMERICAN LIBRARY ASSOCIATION, ACCOMPANIED BY
WILLIAM D. NORTH, ESQ., COUNSEL

Dr. Low. The first observation I have to make is that copyright
is not a constitutional right. This is often not understood, certainly
understood by attorneys, but often not by the public. It is not a con-
stitutional right. It is a statutory right, one created by law, and
which can be changed by law. That is, the rights are granted by the
copyright law as it is written, so in revision of the copyright law,
you can either enlarge these rights or restrict them or change them
in any way or abolish them altogether in your Congress here assem-
bled. It is a statutory right.

Consequently, as I see it, the problem of the committee is to balance
the need of protection for the copyright owners to -nsure them a rea-
sonable return for their efforts and for their expenses of publica-
tioi and so on, and at the same time, to protect the public good- and
the right of the public for proper dissemination of publications,
which is the area m which libraries are engaged.
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There is no collection that contains nearly all the materials which
are available, even our Library of Congress, probably the largest
library in the world. There) are many thousands of titles m the United
States that are not in the Library of Congress, and even the smallest
libraries often have titles that are not found anywhere else, and this is:
just for titles in the United States, without considering titles all over
the world.

So, in research it is very desirable to have as free a dissemination
of information as we can, a listing of what is available, both periodical
articles and monographs, and the ability to exchange the information
in the most propitious manner.

I happen to be librarian of New College at Sarasota, Fla. I have
been director of a university library for many years at one time,
and then taught at the University of Michigan and have retired there,
and am now finishing my career as the librarian of a small but very
fine college down in Florida. I like the small colleges. I think they
do very fine work, andmy college is typical of the many small schools
that are found over the country. Of some 2,500 accredited institutions
of higher education in. the United States, over 2,000 of these are
smaller schools such as my college and would correspond somewhat
to Hendrix College in your State, Senator, or College of the Ozarks
at Clarksville, or Cuachita Baptist at Arkadelphia, or Jamestown
College in North Dakota, and also the community colleges are small
but very thriving schools. NoL. of these can have the great library
collections. So we have faculty that need to keep up their work and
research in order to keep up their quality of teaching, and these
faculty, among others, supply articles for the journals which even-
tually are copyrighted and published.

So it is very important to the smaller library, both the public library
which Senator burdick mentioned and the smaller college library to
be able to borrow from the lerger libraries as we borrow at times from
the University of Florida at Gainesville or Hendrix would borrow
from the University of Arkansas at Fayetteville, or even sometimes
going more widely where needed esoteric journals cannot be found
close by.

So, it is extremely important that we are able to continue this
work. And we do not lend much material because our libraries are not
large enough. We are the borrowing end, and libraries represented by
Mr. McCarthy's group here, are the ones who lend to us, aild they are
the ones that would be threatened by the law if they went ahead copy-
ing for us.

Inter-library loan increase random requests and it is often not recog.
nized that this type of loan increases the subscriptions often as well
as is sometimes represented, although I have not had that experience,
of discontinuing a periodical because something could be secured on
inter-library loans.

For instance, at my school we will, if we borrow as much as two
articles from a periodical during a year, try to put that periodical
on the subscription list the next year. We feel that if we never request
an article from a periodical, obviously we have not damaged its sales.
If we have just requested one article over a period of a year, we have
not damaged its sales. We spend every bit of money that we can
possibly afford for periodical subscriptions, and that is true every-
where. Librarians would always rather have a periodical in hand than
to have to borrow it.
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So, if copying were restricted, it would not result in a larger periodi-
cal list for us or for these other libraries. It would simply mean that
we could not help in maintaining the-quality of education and quality
of teaching and research that we are now able to maintain.

The inter-library loan is one of two groups of copying. The other'
is referred to as in-house copying, which is done by libraries, generally,
but which is the less important of the two because in in-house copying,

your material is there and available, but in the inter-library loan, it
it not. The material is not there, and this is the only practical means
of approaching this.

TWe are recommending the same amendment that was recommended
by the Association of College and Research Libraries. That is, we wish
to make a copy of a periodical article where needed, or a small portion
of other copyrighted work.

Now, in this we are not wanting to go beyond fair use. The librarians
have been accused at different times of having fair use and now they
want to go beyond this and do something that is illegal. 'We are not
wanting to go beyond fair use. We are wanting by this amendment
to state definitely what fair use is. That is so we can know and not be
subject to suits.

Now, we do not think that there would be suits expecting to make any
monev off librarians, because we do not have any, at least I have not
found librarians that have, but we could be subjected to very harrassing
suits since larger sums of money can be sued for under statutory
damages.

So we would like to have the librarian free of this threat of suit
which he cannot be under the fair use that was described here a few
minutes ago, because he cannot be sure in any case that he has a right
to make a given copy until it has been determined by the court.

So we are searching for this precise definition of what would be
reasonable fair use.

Lastly, I should emphasize that I am sure that I speak for all libra-
rians, that we are law abiding citizens, and we are going to abide by
whatever law is ultimately passed, both in letter and in spirit. So if a
law is passed which is too restrictive it means that we cannot do our
jobs as well as we could otherwise. These are the points that are
included with one or two additions here to my written statement, and
I do appreciate this opportunity to appear before you this morning.

Senator MCCLELLAN. Dr. Low, you support the amendment that is
offered by Dr. McCarthy?

Dr. Low. Yes, sir.
I wish to submit this amendment.
Senator MCCLELLAN. It is attached to your statement. it is already

in the record.
Dr. Low. Yes, sir.
Senator MicCrLELTLAN . One question.
What you are saying, as I understand you, you are not opposing

fair use. tYou are seeking a definition in the law of what is within the
limits of fair use.

Dr. Low. That is right, sir.
Senator MCCLELLAN. Senator Burdick.
Senator BUnDIcK. Well, I want to thank you for'your testimony. I

note that you say that you would like to be sure of where you are. I
think that is the word you used, but as I listened to Dr. McCarthy and
listened to you, we are in a very fuzzy area, no matter what we do.
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For example, in your amendment, part 2 of what Mr. MIcCarthy
presented, let me read it with you.

The library or archives shall be entitled to supply a copy or phonerecord of an
entire work, or of more than a relatively small part of it.

Well, that could be, a relatively small part could be debatable, but
let's go beyond that,

If the library or archives has first determined on the basis of a reasonable
investigation that a copy or phonorecord of the copyrighted work cannot readily
be obtained from trade sources.

Now, you tell me what is a reasonable investigation
Dr. Low. I realize thatis--
Senator BUnDICK. That has the same failings as the language that

you are complaining about.
Dr. Low. tWe do not anticipate that there would be a problem in in-

terpreting that. This is put in because in the copyright law, when
you grant exclusive right to the author to the copyright proprietor,
this is a monopoly, but there is nao restriction on this monopoly as in
most monopolies that are granted. There is no requirement for the
publisher to keep things in print. If you grant a monopoly to a tele-
phone company to serve in your city, then it is not only regulated,
but you demand them to give service, so if you granted a franchise for
25 years, and then after 2 or 3 years it said, it is not profitable, so
we are going to discontinue our telephone service, but we will not give
up the franchise. Well, then we would not put up with that for a
moment, but we do give an exclusive right to the copyright proprietor,
to the publisher to publish without any requirement that he keep the
book in print, and most books go out of print in the first three years
after being printed.

So this is an effort, if we find that it is not in print, is not available
from the usual trade sources, because even if it is not in print, some-
times it is available through second hand houses, but that is just a
general search that maybe they will have it and so on, but if we can-
not find it, and it is not available from the usual publisher, then we
want the authority to make another copy of this, if it is needed.

Senator BURDICK. Yes, but to use your language, you want to be
sure.

Now, I come in to get a copy of a particular work. What do you have
to do as a librarian up in Wiiliston, N. Dak., again, to make a reason-
able investigation ?

Do you have to make a lot of phone calls, write a lot of letters, or
what do you have to do?

Dr. Low. There is a publication that is widely distributed-nearly
every library has it-entitled "Books in Print," and this is the list of
books that the publishers have in print. It is put out every year at a
given time. We would look in that first, and if it is not listed in there,
we would look als6 in the Cumulative Book Index. We would assume
then, if it was not listed in these, that it is net available in the con-
venient trade sources.

Now, this is an area here that we have been able, I think, to come to
general agreement with the publishers that this would probably be all
right. We have not come to any firm agreement, but we have ex-
plored various ways of getting together and d ,ing away with our dif-
ferences. I think that we could get some agkiement on reproducing
things that are not in print.
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This does become more important in light of the provision in the
revision bill which extends the time of copyright. Now, the further
you extend the time of copyright, the larger the percentage of material
that-will be out of print but is still covered by copyright.

Senator BuIDiic. Well, then, you think this catalog that is put out
indicating when books are published, and so forth, would be adequate
if you would thumb through that catalog to see whether or not it is
available ?

Dr. Low. That, I think, adequate; yes, sir.
Senator BURDIcK. Even though it may be available outside of in-

formation in the catalog.
Dr. -Low. It might be, but I said, we might also check the Cumula-

tive Book Index, which is another very general listing, even more
general than the books in print.

Senator BuiRDIC. Do small libraries in small towns have this
service?

Dr. Low. Yes, sir. Practically every library buys these. These are
just for ordering your books, you see. You need this because, if you
order a book, you have to find out who publishes it unless you are going
to a dealer.

Senator BRmDICK. I just want to point out that it is complex and it is
hard to be absolutely certain when you draw a piece of legislation.

Dr. Low. It is, and I suppose I am overstating it to say that the
amendment we propose would make it absolutely certain. We think
that it would be of so much help in determining where we stand that-
it would be very desirable.

Senator BtmRICK. Thank you.
Senator tCCL;LLAN. Both you and the publishers are reaching some

accommodation. Have they agreed to your amendment?
Dr. Low. No sir, they have not.
Senator MCdLELLAN. Well, I thank you.
[The prepared statement of Dr. Edmon Low on behalf of the Ameri.

ican Library Association follows:]

STATEMENT OF EDtMON Low, CHAIRMAN, COPYRIGHT SUBCOMMITTEE, AMERICAN,
LiDBARY AsSOCIATION

I am Edmon Low, director of the Library of New College, Sarast6ta, Florida,
and chairman, Copyright Subcommittee of the American Library Association, a
nonprofit, educational organization founded in 1876. Its membership includes
some 30,000 librarians, trustees and other public-spirited citizens dedicated to the
development of libraries as essential factors in the continued educational; eco-
nomic, scientific and cultural advancement of the American people. The Asso-
elation is concerned with the development of all types of libraries-pubic
libraries; school and college and university libraries; medical and law libraries
and other specialized libraries-and with the problems they encounter, suich as
financing, relations with their patrons, and the legal provisions under which they
operate, including copyright.

We are concerned here today with the Copyright Revision Bill, S. 1361, and
primarily with the provisions relating to photocopying in libraries. This is i sub-
ject' of great concern to all librarians and to the patrons whom they serve--the
general user of the public library, the student, the scholar, the research man, the
lawyer, doctor, minister or' other professional, individual, or to the Congressman
himself, as he frequently turns to our great Congress6onal Library for aid in his
important work.

This copying may be roughly divided into two groups, the first being that done
either by a member of a library staff or by the user hkmself from-material In the
library for immediate use on the premises or nearbi; the second, that done by
one library for and at the request of another library, often some distance away,
for use by one of its patrons there. The first is often designated "in-house" copy-
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ing, while the second we usually refer to as "inter-library loan." The first is often
only a convenience to the patron, as.for instance a student writing a term /paper,
-in that he does have the material in hand. and could use it on the premises; the
second is basically the more important in that the scholar or other user does not
have the document in hand and therefore it is his only practical access to what
may be highly important material for information or research.

It is now generally understood that a single collection of books or other re-
corded forms of thought as represented by a library can contain only a fraction of
the total amount of material in existence. Even the Library of Congress, ios.
sibly the largest single collection of materials in the world, does not have many
thousands of titles which exist in the United States, to say nothing of those else-
where in the world, while on the other hand even a relatively small library will
often have titles not found anywhere else in the country. The location and cata-
loging of these titles, and of articles in journals, and the making of same available
readily through photocopying or loan-the dissemination of knowledge-is
indispensable to education and research and often-involves the reproduction by
photocopying of a portion of a monograph or a journal article protected by
copyright.

It should be noted that copyright is not an inherent right, such as trial by
jury of one's peers. It is a statutory right-one created by law-and may be
changed, enlarged, narrowed, or abolished altogether by the Congress here as-
sembled. It is a law enacted not for the benefit of an individual or a corporation
but for the public good and with the purpose, as the Constitution expresses it
"to encourage progress in science and the useful arts." Consequently, in consider-
ing revision, the problem becomes one, of providing protection to the author
or publisher to provide reasonable return on the investment of time and money,
and-at the same time to provide for the widest possible access to and dissemina-
tion of information to the public.

At present I am Director of the New College Library at Sarasota, Florida. New
College is a small, but very fine, private college and its problems in this con-
nection are typical of the two thousand small and medium-sized colleges through-
out the country. While ourl!brary is liberally suppo'Led and spends every cent
it can afford on serial subscriptions, we cannot possibly have the large resources
of.a university like the one at Gainesville or at Tallahassee. Yet our faculty
members, if they maintain a good quality of teaching. and do the research which
contributes to it, must have access byrandom photocopying at times to the larger
collections in the State and elsewhere.

It is;usually not known that the inter-library loan arrangement often encour-
ages-the entering of additional subscriptions by the library rather than reduc-
ing.the number as is often-charged. It is a truism that a librarian would rather
have a title at hand rather than to have to-borrow even under the most con-
venient circumstances. Consequenlty, when the time comes around each year to
consider the serials list of subscriptions, the record of inter-library loans is
scanned and titles are included.from which articles have been requested with
some.frequency during the year. In our library Zhe number is two; if we have
had two or more requests for articles from the same title during the year, we
enter a subscription. This not only indicates how the procedure can help the
periodical publishers but also indicates that if only one article or none was copied
from a title during a year, the journal could- not have been damaged materially
in the process. It is not only the small schools which would suffer if such photo-
copying were eliminated, however; the scholars at Illinois or Cornell would -also
be severely put to it to continue their _research in the same way and it is these
scholars which account for the major wiliting for the scholarly journals. The jour-
nals themeslves, therefore, have a stake in seeing this procedure continued in a
reasonable way.

Courts have long recognized that some reproduction of portions of a cop: '-. hod
work for purposes of criticism, teaching, scholarship or research is desir, e and
this judicial concept, known as "fair use," is incorporated in Section 1' *f the
revision bill. Libraries have operated all these years under this princi, -' ft
does lack the assurance of freedom of liability from harassing suits whitL the
librarian needs in his work. This fair use concept necessarily is expressed in
general language in the bill so a librarian will not be able to be sure, until a
court decides a particular case, whether'his actioh, undertaken with the best of
intentions to aid the patron, is or is not an infringement. Fair use, then, is really
not right to copy any given thing, but only a defense to be invoked if one is sued.
This threat of suit,,-even if one is able to maintain his innocence -in court, is
'verv real because suits are costly ln proportion to.the amount for -which one is
sued. This revision bill provides not only for demand for actual damages but also
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one can be sued for statutory damages up to a limit of $50,000 for each imagined
infringement.

This threat has now become much greater by the recommendation of- Commis-
sioner Davis in the Williams and Wilkins case now under appeal in the U.S.
Court of Claims. In this he says "While it may be difficult (if not impossible)
to determine the number of sales lost to photocopying, the fact remains that each
photocopy user is a potential subscriber or at least is a potential source of
royalty income for licensed copying." ' Also, "Plaintiff need not prove actual
damages to make out its case for infringement."' Since any copying may be
viewed as potential income, and since no actual damages have to be proved, this
recommendation seems to indicate that any photocopying is an infringement
and that there is no longer any fair use except in some very- limited- instances
mentioned later in the report.

In light of the above, we feel that librarians greatly need some further protec-
tion than that offered by fair use in Section 107. We need a definite statement
in the law that making a single copy to aid in teaching and research, and particu-
larly in inter-library loan, is permissible and not subject -to possible suit for
this activity in behalf of the public good. To my knowledge, it has not been
shown anywhere that this activity is harmful to the copyright proprietor and,
as detailed above, may be of definite help to him.

In light of the above,, we wish to request that the attached amendment be
substituted for Section 10S(d) in S. 1361. We believe this will provide the pro-
tection needed by librarians in- their efforts to serve their various publics while
allowing equally good protection to the owners of copyright.

In conclusion, may I say that I think I speak for all librarians that we intend
to faithfully observe -the-provisions of whatever law is finally passed, both in
letter and in spirit, but an undully restrictive law will make it impossible to serve
the people of this country and aid in teaching and research to the maximum
extent which is desirable for all.

It has been a pleasure to applear before you today and we anpreeiate your
genuine interest in the problems which copyright presents to libraries.

A_%ENDMESNT TO COPYRIGHT REVISION BILL, .S. 1361

Substitute for section 108(d) the following:
(d) The rights of reproduction and distribution under this section apply to ta

copy of a worlk, other than a musical work. a pictorial, graphic or sculptural work,
or a motion picture or other audio-visual work. made at the request of a user of
the collections of the library or achives, including a user who makes his request
through another library or archives. but only under the following conditions:

(1) The library or archives shall be entitled, without further investigation,
to supply a copy of no more than one article or other contribution to a copy-
righted collection or periodical issue, or to supply a copy or phonorecord of
a similarly small part of any other copyrighted work.

(2) The library or archives shall be entitled to supply a copy or phono-
record of an entire work, or of more than a relatively small part of it, if the
library or archives has first determined, on the basis of a reasonable investi-
gation that a copy or phonorecord of the copyrighted work cannot readily
be obtained from trade sources.

(3) The librarly or archives shall attach to the copy a warning that the
-work appears to be copyrighted.

and renumber section 108(d) (2) to make it 108(d) (4).

Mr. BRENNAN. The next witness is on behalf of the Special Libraries
Association, Dr. McKenna. You have been allocated 5 minutes.

Senator MCCLFLTL,AN. All right. Doctor, have a seat.
Do you have a statement you wish to place in the record ?
Dr. MOKEiNA. Yes, I have, sir.
?l£r. Jack Ellenberger is with me. He is chairman of the association's

copyright committee, in the event that you have any questions that I
am not able to answer.

Senator MCCLETLAN. All right. You may proceed sir.
Your statement will be printed in the record.
l1.S. Court of Claims. The Williams d Wilkins ompanjy v. the United States. Report of

the Commissioner to the Court, February 16, 1972, pp. 16-17.
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STATEMENT OF DR. FRANK E. McKENNA, EXECUTIVE DIRECTOR,
SPECIAL LIBRARIES ASSOCIATION; ACCOMPANIED BY J. S.
ELLENBERGER, LIBRARIAN, COVINGTON & BURLING, ANI)
CHAIRMAN OF THE SPECIAL LIBRARIES ASSOCIATION COPY-
RIGHT COMMITTEE

Dr. MOIc ENN-A. I wish to present the position of the Special Librar-
ies Association with respect to the provisions of S. 1361 as they relate
to library photocopying and interlibrary loan in lieu of photocopies.
The policy position as adopted by the association's board of directoi's
in January 1973 is one which seeks to reach an intermediate positioA
of accommodation between the seemingly irreconcilable positions of
publishers and literary authors on the one side, and the positions of
some parts of the library and educational communities oil the other.

Special Libraries Association, with 8.000 members, is the second
largest library. and information-oriented oeganization in the United
States. It.is estimated that there are more than 10.000 special libraries
in the U.lited States. The concept of special libraries or, in better
words, sr,,cialized libraries is not well known among the General'
publi] or even in some segments of the library conmmunty itself. The
inter,:ts and activities of specialized libraries are described briefly
in the document submitted and in the annexed brochure. SLA is an
association of individuals and organizati ns with educational, scien-
tific, and technical interests in library and information science and
technology, especially as these are applied in the selection, recording,
retrieval, and effective utilization of man's knowledge for the general
Welfare and the advancement of mankind.

Our original emphasis on special subjects has been replaced more
aind more by the concept of specialized information services for a
specialized clientele. The specialized clients are frequently the em-
plo3yees of out parent organizations. Thus the special library may be
an intermnediary between the actual user and the larger recearch li-
braries as represented by the two associations who have testified be-
fore me.

SLA is organized in 25 divisions representing broad fields of spe-
cialization ranging alphabetically from advertising to urban affairs.

The association is organized in 44 regional chapters ranging geo-
graphically from Hawaii across the continental United States, plus
two chapters in Canada, and a European chapter.

Let-me mention here that the association is in its own right a pub-
lisher of three periodicals and a number of books each year. There-
fore, the association has its own interests as a publisher to conserve
its sales income and royalty income.

SLA and its individual members would prefer continuation of the
long-recognized concept that the preparation of a single copy con.
stitutes fair use. But the association also recognizes that th're may
be some validity in the claims of publishers of periodicals that they
may have some loss of income due to photocopying from a periodical
issue that is still available-in print. If the publication is out of print1
that is, if a .publisher has not maintained his stock in-print, it is dif.
ficult to see how there can be any lost income.

Further. the slow delivery demonstrated almost daily by publishers
to fulfill an order for a single in-print issue is totally unacceptable to
the needs of our specialized users who most often are required to make
management decisions, research decisions.

20-344-73-8
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Four items must be emphasized. One, totally unacceptable, is the
concept that has been proposed of a central agency to determine
whether an original is still available with a report period of, say, 21
days. The information needs and expectations of management are such
that delivery in excess of 24 to 48 hours is incompatible with today's
research and management decision processes.

Two, as a starting point, one potential solution is a provision for the
payment of a per-page royalty on photocopies of copyrighted works.
Such an arrangement has precedence already in the proposed Copy-
right Act in section 111, relating to cable transmissions, and sections
114, and 115, and 116, relating to sound recordings. A royalty tribunal
of the type proposed in chapter 8 of the copyright revision bill, but,
of course, with a different membership, could assure that the per-page
royalty rate is reasonable.

Three, any legislative proposal should assure that libraries are not
required to separately identify and account for each photocopy which
they prepare, or to determine the allocation of the royalties, or to dis-
tribute the royalties for which ti may be liable among the copy-
right proprietors.

Mr. BRENNAN. I am sorry, sir. Your time has expired.
Senator MCCLELLAN. We will extend your time a couple of minutes.
Go ahead.
Dr. McIENNA. If payment of a cents-per-page charge is enacted,

the beneficiaries of such charges must themselhes establish the agency
in an ASCAP-style operation.

And four, the legislation to be enacted must not prevent or penalize
the preparation of a photocopy for or by specialized libraries. There
will be immeasurable damage to the economy and the welfare of the
Nation if such intent should be contained in the enacted version of the
bill, or if such interpretation is possible after enactment of the law.

We are grateful for the op,portunity to present our views to the
committee.

Senator MCCLELLAxN. Thank you very mucnh.
Any questions, Senator Burdick?
Senator BuRDICK. No.
Senator MCCLELLAN. Staff would like to ask a question.
Mr. BRENNAN. Doctor, do you support the amendment that was

presented to us earlier this morning by the two other library
associations?

Dr. MOIcENNA. Well, I did not see the statement until this morning,
so I cannot make a statement on behalf of Special Libraries
Association.

Senator MCCLELLAN. I would suggest you evaluate it and submit a
statement regarding it.

Dr. MKIENNA. I would be pleased to do that.
Senator MCCLELLAN. Thankyou, gentlemen.
[The prepared statement of Dr. McKenna follows:]

STATEMIMNT OF DR MnOKENNA, EXECUTIVE DmIECTOR, SPECIAL LIBRARIES
AssOCrATION

I wish to present the .)sil!on of the Special Libraries Association with re-
spect to the provisions of S. 1361 as they relate to library photocopying' and
inter-library loan in lieu of photocopies. 'The policy position as adoited by the
Assocination's Board of Directors in January 1973 is one which seeks to reach
an intermediate position of accommodation between the seemingly irreconcilable
positions of publishers and literary authors on the one side, and the positions
of some parts of the library and educational communities on the other.
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Special Libraries Association, with 8,000 members, is the second largest
fibrary- and information-oriented organization in the United States. It is esti-
mated that there are more than 10,000 special libraries in the U.S. The concept
of special libraries or-in better words-the concept 1of specialized libraries is
not well known among the general public or even in some'segments of the library
·community itself. The interests and activities of specialized libraries are de-
scribed briefly in this document and in the annexed brochure.' SLA is an associa-
tion of individuals and organizations with educational, scientific and technical
interests in library and information science and technology-especially as these
are applied in the selection, recording, retrieval and effective utilization of man's
knowledge, for the general welfare and the advancement of mankind.

Special Libraries' Association was organized in 1909 to develop library and
information resources for special segments of our communities which were not
.adequately served by public libraries or by libraries in educational institutions.
At first the emphasis was on special subject coverage in each special library as it
related to the interests and business of its parent organization, for example:
sources of statistical data for both corporations and the agencies of the national

*government and state governments; business data for banks and investment
firms; chemical information for the then developing chemical industry; engineer-
ing information for the emerging complexes of engineering and construction
·companies, etc.

During the past 64 years-and with particular growing needs for rapid in-
formation delivery since World War II-specialized libraries and information
,centers have been established in all segments of our nation's affairs. They exist
in for-profit enterprises and not-for-profit organizations, as well as in government
agencies. Some are open to public use, and others have restricted access or are
part of a for-profit organization. During this period of accelerated growth, the
original emphasis on special subjects has been replaced more and more by the
concept of specialized information services for a specialized clientele. An example
of such a specialized information service for-a specialized clientele is the Legis-
lative Reference Service of the Library of Congress. Although the Library of
'Congress (as a whole) is often called a "national library," the entire Library of
Congress itself is, perhaps, an outstanding example of a definition of service to
.a specialized clientele: The Congress of the United States of America.

The specialized clients are normally the employees of thy. parent organiza-
tion. The specialized information services are based on the speedy availability
of information' both for current projects and for management determination of
decisions regarding futuire efforts of the parent organization. To these ends, the
members of SIA include not only librarians, but also persons who are subject
specialists--so ths, they can evaluate and screen out the irrelevant, the redundant
and the too often useless portions of the voluminous published literature. The
totality of the -literature includes not only the publications of commercial pub-
lishers of copyrighted books and periodicals, but also the avalanche output of
:government agencies (often with security handling requirements) plus -the
.parent organization's own internal corporate documents (with the obviousneed
'to protect proprietary or competitive information).

As a parenthetical observation, it should be noted that the pioneering work
In machine use for information storage and retrieval (now computerized) took
place in specialized libraries and information centers in the 1940's and 1950's.
Similarly, the need for miniaturization of the bulk of the literature in micro-
forms occurred thru the influence of S.L.A.'s liaison with designers and manu-
facturers of microreading equipment.

Last, but not least, S.L.A. pioneered, the concept of information networks-
long before computers and other communication devices had been developed.
S.L.A. has facilitated communications among its members through the Associa-
tion's unique information network of Chapters and Divisions. Initiated more
than 60 years ago, the network has been frequentlb updated in response to the
-needs of new informational requirements.

S.L.A. is organized in 25 Divisions which represent broad fields of specidliza-
tion or information handling techniques. These fields range alphabetically from
.Advertising, Aerospace, and Biological Sciences thru Military Librarians, Mu-
.seums, and Natural Resources, and on to Transportation, and Urban Affairs.

S.L.A. is also organized in 44 regional Chapters which range geographically
from Hawaii across the continental United States (plus two Chapters in Canada)
and on to a European Chapter (which encompasses geographically all the non-
'Socialist countries of Europe).

iAnnex. gp'ecial Library, Sketchbook. S.L.A., N.Y. 1972, 45 p. Editors note, the doen-
'ment referred to may be found in the files of the Committee.
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Special Libraries Association in its own right is a publisher of 3 periodicals
and of an average of 6 books per year. Therefore the Association has its own inter-
ests as a publisher to conserve its sales income and royalty income. The Associa-
tion's publications are needed by special groups, but they are in such areas of
specialization that commercial publishers (or even vanity presses) would not
touch them because of the small sales potential. Our subscription lists range from
11,000 as a high to 1,000 as a low. Our book sales average about 1,000 copies for
each title with a range from 500 to our top category of "best sellers" at a level
of about 3,000 copies sold per title.

Special Libraries Association and its individual members would prefer con-
tinuation of the long recognized concept that the preparation of a single copy
constitutes "fair use." The Association recognizes that there may be some validity
in the claims of commercial publishers of periodicals that they may have some
loss of income due ro photocopying of one article from a periodical issue that
is still available in-print. If the publication is out-of-print (that is, if the pub-
lisher has not maintained his stock in-print), it is difficult to conceive how a
photocopy of out-of-print Iaterial can cause any loss of income to the publisher.

Further, the slow delivery by publishers to fulfill an order for a single in-print
issue is totally unacceptable to the needs of our specialized users who are respon-
sible for fast management decision. There is little question that it is an admin-
istrative impossibility to secure publisher permissions to permit interlibrary
response within any reasonable time. MIoreover, the costs and delays in seekiilg
such permissions would be prohibitive.

Four items must be emphasized:
(1) Totally unacceptable is the concept that has been proposed of an agenck'

to determine whether all original is still available with a report period of, say,
21 days. The information needs and expectations of management are such that
delivery in excess of 24 to 48 hours is incompatible with research and manage:'
ment decision processes.

(2) As a starting point, one potential solution is a provision for the payment of
a per-page royalty on photocopies of copyrighted works. Such an arrangement hisn
precedence already in the proposed Copyright Act in § 111 (relating to calile
transmissions), § 114 (sound recordings), § 115 (phono records). and § 116 (coill
operated phono record players). A Royalty Tribunal of the type proposed in
Chapter 8 of the Copyright Revision Bill, (but with a different membership
composition) could assure that the per-page royalty rate is reasonable.

(3) Any legislative proposal should assure that libraries are not required
to separately identify and account for each photocopy which they prepare, or
to determine the allocation of the royalties. or to distribute the royalties for
which they i lay be liable among the copyright proprietors. If payment of a
"cents-per-page" charge is enacted, the beneficiaries of such charges (that is.
the publishers) must themselves establish the agency for the collection and
for the deterinination of pro rated payments to each publisher (in an ASCAP-
style operation). Specialized libraries (and their parent organizations) can
probably afford an added "cents-per-page" charge. But they cannot afford the
added costs of record keeping and bookkeeping to issue checks for small amounts
to each one among the multitude of publishers.

(4) The legislation to be enacted must not prevent or penalize the preparation
of a photocopy for or by specialized libraries-particularly those in for-profit or-
ganizations. There will be immeasurable damage to the ecoomy and the welfare
of the nation if such intent is contained in the enacted version of S. 1361, or if
such interpretation is possible after enactment of the law.

The rapid transmission of man's knowledge-either to not-for-profit or to for-
profit organizations-must not be impeded by law.

Special Libraries Association is grateful to the Subcommittee for the op-
portunity to present our views. The Association will be pleased to submit
additional comments in the future if such would be appropriate.

Mr. BRENNAN. The next witnesses is Mrs. Felter on behalf of the
Medicval Library Association.

Mrs. Felter, you have been allocated 5 minutes.
STATEMENT OF JACQUELINE W. FELTER, DIRECTOR, MEDICAL

LIBRARY CENTER OF NEW YORK, ON BEHALF OF THE MEDICAL
LIBRARY ASSOCIATION

Mrs. FELTERt. I am Jacqueline W. Felter, director of the Medical
Library Center of New York, a cooperative library service center



maintained by a consortium of medical school and hospital libraries
in the Metropolitan New York area. I am also a past president of the
Medical Library Association, currently a member of the association's
Committee on Legislation, and frequently the association's representa-
tive at meetings of the Ad Hoc Committee on Copyright Law Revision.

It is a privilege to have the opportunity to express the viewpoint
of our membership.

The Medical Library Association, founded in 1898, celebrated its
75th anniversary this year. Its total membership is .,854, of which 781
are institutional members and 1,755 are intdividual voting members.
The remaining members aie students in the United States and institu-
tions and individuals in Canada and overseas.

The libraries and librarians are located in all types of health service
facilities; medical schools, hospitals, research institutes, pharmaceu-
tical firms, and medical societies. All are dedicated to helping the
improvement of the quality of health care and extending it to every
person in our Nation.

We are very pleased to find in sections 107 and 108 of S. 1361 recog-
nition of photoreproduction as fair use of copyrighted publications
by libraries under various conditions and for various purposes. We
believe, however, that strict interpretation of the technical language
of section 108(d) (1) would present serio: 3operational problems. My
remarks pertain especially to the scientific periodical literature.

Specifically, the bill calls for determination, prior to supplying a
copy of a single periodical article to one individual, that the article is
not available. This provision unfairly places a heavy burden on the
user and the librarian.

Supplies of back issues in publishers' warehouses are expendable,
and, often by the time a user has identified in an indexing or abstract-
ing service or in the bibliography of another publication an article
pertinent to his research or to the illness of one of his patients, the
supply of the journal issue in which it was published may be depleted.
Then the user must can, as the authorized reproducing servties, such
as the reprint dealers and microform publishers, because the average
user is not knowledgreable about these sources; the search often is a
collaborative enterprise of user and librarian. If the librarian has
not participated in the search for an unused copy, the burden of proof
is on the user and the librarian must decide whether or not to
accept it.

The clerical chore of determining the availability of an unused copy
would take, at best, a number of days, and more probably a number of
weeks, thus setting up a timelag between the user and the published in-
formation he needs. In the health sciences, especially in the pract'e
of patient care, the time factor can be critical.

Medical educators may suffer from delay in obtaining the published
plerliodical literature, for many are both teacher and practicing phy-
sician. and time is of the essence as they coordinate two careers.

In closing, I remind you that health scientists do not receive com-
pensation for the journal articles they write. This medical literature
is usually a byproduct of research spo'nsored by society. Health scien-
tists freely exchange information at regional, national, international
meetings. Publication of their findings is an extension of their altruism.

The Federal Government encourages these humanitarian endeavors
with grants of funds for research, including the payment of page
charges to publishers and other expenses incidental to publishing. In
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addition, journals are often purchased with Federal funds in sup-
port of libraries.

The Association of Research Libraries ana the American Library
Association and others have proposed to the committee an amendment
to section 108(d) of S. 1361. The language suggested for section 108-
(d) (1) would eliminate the costly and time-consuming intermediate
steps of determining the availability of an unused copy.

Therefore, on behalf of librarians who serve the health sciences, I
respectfully request that the proposed amendment be incorporated in
the bill, S. 1361. A .ias been pointed out, most of the developed coun-
tries of the world permit such "fair use" photocopy, and it is timely
for our Nation to do the same.

Thank you.
Senator MCCLELLAN. Are the conditions that you submit here on

page-4, comparable or identical to the amendment proposed by wit-
nesses who have preceded you?

Mrs. FELTER. Yes.
Senator MICCIELIAN. They are identical?
Mrs. FELTER. I believe so. I'm not quite sure I understand your

question.
Mr. BRENNAS. I think what the chairman is saying, do you support

the amendment that was offered earlier this morning by the two
libraries .

Mrs. FELTER. Yes, indeed, and most heartily.
Senator MCCLELLAN. These conditions that you speak of here that,

would be provided for certain conditions are in accord with the pro-
posed amendments submitted this morning by the other witnesses as
I understand it?

Mrs. :ELTER. Yes.
We are particularly concerned with the technical language of 108

(d) (1).
Senator MCCLELLTuAN. All right.
Senator Burdick ?.
Senator BURDICK. Thank you for your testimony, but I see the same

argument used against your amendment as against the proposed legis-
lation. In your proposed amendment, as I said to the previous witness,
it is on the basis of a reasonable investigation that a copy cannot
readily be obtained. This is the same weakness that you referred to in
the proposed legislation ?

Mrs. FELTER. I am speaking particularly of the scientific periodical'
literature. It is not as easy to determine whether an unused copy is
available. As I pointed out, publishers do not retain an inexhaustible
supply. of back issues, and back issues are not listed in books, such as
Dr. Low mentioned. These are single issues of periodicals. Therefore,
it is almost an insurmountable clerical chore to determine whether an
unused copy is available. Even a telephone call does not help, because
the publisher's office may be in one city, whereas his warehouse may,
be many miles away. There is a communication gap.

Senator BURDICK. This is precisely the point I am making. But your'
amendment to correct the situation does the very same thing. Let me
read it to you.

The library or archives shall be entitled to supply a copy or phonorecord of an
entire work, or of more than a relatively small part of it if the library or archives
has first determined, on the basis of a reasonable investigation, that a copy or
phonorecord of the copyrighted work cannot readily be obtained from trade
sources.
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So you have to go through the same rigmarole under your own
amendment.

Mrs. FELTE1.. We would in the case of obtaining a book or an entire
work. However, section (1) would alleviate our problem with re-
spect to the periodical.literature, a:d this is of great concern to us, be-
cause at least two-thirds, more likely three-quarters, of the use of
medical literature by physicians and researchers is not in book form
but in journal form, for the reason that it must be up to date.

Senator BURDICK. But your amendment goes beyond the one book.
It says "entitled to supply a copy or phonorecord of an entire work
or of more than a relatively small part of it." So you have got parts
and totals there, and you have to go through the same investiga-
tion, make a reasonable investigation.

I want to be helpful, but I can sec the same shortcomings in your
amendment as there is in the legislation you complain about, or you
find short.

Mrs. FELTER. Well, as far as the medical library is concerned, if item
2 were omitted, I think that that would concern us less. It is item (1)
that we are particularly concerned about, because that applies, as it
says, to one article from a periodical issue. That is a relatively small
part, rather than more than a relatively small part, since every issue
contains a number of articles.

Senator BunDIrc. 'Well, you see what I am talking about, that you
have got some of the same shortcomings in both, and you do not really
correct it.

Mrs. FELTER. Well, we feel that subitem (1) would correct the clause.
Senator BuEmIcK. But not 2 ?
Mrs. FELTER. But not-2 is not as significant, because we do not

use the book materials as much, and we certainly would not copy an
entire work if we could avoid it, because I think Dr. McCarthy pointed
out it is a very expensive way to provide the literature.

Senator BuRDIcK. That leaves us with another problem. A relatively
small part of it might be a collection or periodical issues.

Mrs. FELTER. Well, it is a question of what is considered as a rela-
tively small part. People try to define a couple or a few. Probably there
are as many definitions as there are people.

Senator BunmIcK. Thank you.
Senator McCLELLAN. Senator Fong.
Senator FoNG. Under your amendment, you will require the person

who comes for that article to ascertain whether there is any magazine
existing on the stands ?

Mrs. FELTER. As the bill is presently written, it would be neces-
sary for us to do that, or perhaps to do it for him.

Senator FONG. Do you want that?
Mrs. FELTER. No; we did not want that, because determining whether

there is available an unused copy of the journal in which is printed
the article that is requsted, might be a very time-consuming chore.
And in the health sc,%nces, time is frequently of the essence.

Senator FoNo. So you feel-that it is an unreasonable burden on you
Mrs. FELTER. I think it is an unreasonable burden on us. I think

it certainly is an unreasonable burden on the user, who is generally a
practicing physician.

Senator / oao. And you would like the authority to issue him a Xerox
copy Without ascertaining whether there are any-
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PMrs. FELTER. That is correct. A single copy of the article from the
scientific and periodical literature.

Senator Fo.NG. You do not want to have the burden of proof on you
to show that there is no copy existing?

Mrs. FELTER. Well, certainly not. You know, no one likes to have
the burden of accepting the word of someone without some evidence.

Senator FoNG. Thank you.
Senator MCCLEILLtN. And thank you very much.
M{r. BRENTNAN. The American Chemical Society.
Seven minutes has been allocated to the American Chemical Society.
Dr. Cairns, could you identify yourself and your'associates for '-he

record?

STATEMENT OF ROBERT W. CAIRNS, EXECUTIVE DIRECTOR, AMER-
ICAN CHEMICAL SOCIETY; ACCOMPANIED BY RICHARD L. KEN-
YON, DIRECTOR, PUBLIC AFFAIRS AND COMMUNICATION DIVI-
SION; BEN H. WEIL, CHAIRMAN, ACS COMMITTEE ON COPY-
RIGHTS; STEPHEN T. QUIGLEY, DEPARTMENT OF CHEMISTRY
AND PUBLIC AFFAIRS; AND ARTHUR B. HANSON, GENERAL
COUNSEL
Dr. CAIRNS. Thank you, Mr. Chairman, for the privilege of testify-

ing today.
I wish first to introduce my compatriots and colleagues here. Mr.

Ben H. Weil, who is chairnman of the American Chemical Society
Committee on Copyrights. Sitting next to him is Arthur B. Hanson,
our ACS general counsel, with whom you and your staff, I believe, are
acquainted; Dr. Richard Kenyon, on my right, who is director of our
division of public affairs and communication. Sitting next to him
is Dr. Stephen T. Quigley. director of the department of public
affairs.

I brought these gentlemen along to answer questions, if they are
needed, and to display to you our serious concern with this legislation.

I wish to read one paragraph from the written testimony and ask for
its complete introduction into your record.

Senator MCCLE.LLAN. Your prepared statement-you want to read
from it. sir?

Dr. CIRNss. I just wish to read one paragraph.
Senator MCCLrLLAN. Very well.
Dr. CAIrNS. I am testifying here on behalf of the American Chemical

Society by authority of its board of directors. This is the largest scien-
tific anid educational society in America and I believe in the world-
110.000 members, approximately.

TWe have a very large publisning activity which aggregates close
to $30 million a vear and hence we are very familiar with the-economics
of journal publication and the dissemination of scientific and teA hnical
information, which is a very vital link in the whole process of the de-
%velopment of science and technology in the world.

Now. I shall read from the central paragraph on page 11 of my state-
ment. It is desirable that use be made of modern technology in devel-
oiling optimum dissemination." We are certainly strongly in favor
,of the most modern methods and are developing the most modern
methods of dissemination.

"This new technology includes the use of modern reprography, but
as technology inherently includes economics the means of financial sup-
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port of the system must be a part of its design. Therefore, photocopy-
ing should not be allowed under any circumstances unless an adequate
means of control and payment is simultaneously developed to com-
pensate publishers for their basic editorial and composition costs.
Otherwise, 'fair use' or library-photocopying loopholes, or any other
exemptions from the copyright control for either profit or nonprofit
use, will ultimately destroy the viability of scientific and technical
publications or other elements of information dissemination systems."

Now, I emphasize that I am speaking with regard to scientific and
technical publications. In the chemical field, for example, there are a
total of 400,000 manuscripts per year which are authored and printed
ultimately, after due editing, in journals. There are approximately
10,000 journals which impinge on the chemical field. That means that,
in the full field of science, there are perhaps five times as many journal
articles and publishing societies. It is a very large group, and it is
very vital in thile dissemination field.

We have under our general guidance and responsibility the Chemi-
cal Abstracts service, which publishes 40,000 pages of abstracts and
indices each year and issues this to all of the libraries, to all the scien-
tists and engineers. This forms a vital link in dissemination.

We publish, in addition, separate journals that are issued approxi-
mately biweekly, which are 20 in number, and which aggregate about
40,000 pages a year, and which co to 330.000 subscribers.

Only 4 percent of the world's literature is published in this form
by the ACS. However, we feel that this is of outstanding quality and
represents the work of Nobel prize winners and other top scientists
and engineers throughout the world. This is a vital link in the progress
of science and technology.

Each worker writes reports and submits them to the journals. The
editorial boards carefully screen and select them, edit them. and bringr
them into the line of quality of the journals they represent. The Amer-
ican Chemical Society assures the quality through peer analysis of'
the material submittedl to the journals. All of science and teclnolovy
rests on this communication link. It is essential to both research and'
education.

The first copy of each journal, counting all 20, Costs the society
$4 million a year. That is the first copy only. The overrun, or addi-
tiontal printing costs, amount to about $1 million a yeal. Somehow, we
must recover both types of costs. Obviously, the collection. editing,
formating, and composition of the journals has to be paid for by
someone.

Today. it is paid for largely by subscribers. Even if libraries are to
take over with their Xerox machines the entire publishing, it will be
necessary for somncone to compensate the publishers for the collection
and editing and comnosition of the material which they copy. Other-
wise, there- will be nothing to copy.

The cost figures-if tliey are stated in terms of per page and per
copy-are in pennies; somewhere in the realm of 1 cent to 10 cents
a page is what it costs to create the editorial content. But, of colurse,
if you have 10.000 rages and 10,000 copies, you come up to 100 mil-
lion cents, or $1 million. So it is quite obvious that pennies per pa're
can add up to very substantial amounts of money. And this is why
I am talking to you now as I am.

The first cony cost must be colleotoed if iournals are to exist. Journals
are essential because of the quality angle and the admission to the



world's literature through peer review and analysis and editing It is
essential; otherwise, we would have an unsorted pile of millions of
manuscripts a year, and who is going to do anything to them, in terms,
of intellectual analysis, if the publishing societies do not perform ant
cannot perform their tasks under the law and protect the results.
whichfare the content of the copies of the journals which they submit-2

Next month I am going to Russia. I am going to talk about copy-
rights. Last May, the Russians decided to join in the Geneva Copy-
right Convention, as you know. They came to the pu;blishing societies
of the United States and Canada and other places, to my knowledge,
proposing that they enter into copyright licensing agreements for our
publications. They have been admitting that they have copied for
many years-multiple copies, not single copies-multiple copies are
simply multiple copies of single copies.

They have been publishing and republishing our material in Chemi-
cal Abstracts, and now they come to us and ask for licensing considera-
tions. And we are ready to answer them.

The strange thing is that in our own country, we have not been
approached by anyone about copyrights, in spite of the tremendous
amount of copying that is taking place. Now, it is rather strange if
I go to Russia to negotiate something that we cannot even deal with
here.

I think we can deal here. I think we can negotiate properly if the
law protects our property correctly.

I think, then, in closing, all I would like to say is that we are in
favor of this dissemination of information. We spend millions of
dollars a year on it. The libraries are some of our best customers.
But I think if they are going to copy and join in the supplementary
publishing scheme that they should help to pay for the initial costs
of collecting journals and the content that they represent.

Thank you for your time.
Senator MCCLELLAN. Now, what journals do you have fhere that

you are using as an illustration?
Dr. CAmINs. The Journal of the American Chemical Society which

is a broad coverage journal of all of the elements of subdisciplines of
chemistry.

I have in addition, Chemistry, which deals with that particular
branch.

Senator MCCLELLAN. Let's just take one of them for an illustration;
the first one.

Dr. CAIRNs. The Journal of the American Chemical Society is the
major journal.

Senator MCCLELLAN. HOW often is that published?
Dr. CAmnNS. Every 2 weeks.
Senator MCCLELLAN. How many subscribers do you have ?
Dr. CAIRNS. I will ask Dr. Kenyon.
Dr. KENYON. Between 16,000 and 17,000.
Senator MCCLELLAN. Ibeg your pardon?
Dr. ICENYON. Between 16,000 and 17,000.
Senator MCCLELLAN. Between 16,00 and 17,000.
Are the subscriptions adequate to pay for the cost of publication

and distribution?
Dr. CAInNs. At present, there is a close balance on the economics of

journal publication. We derive about half of our costs directly from
subscribes.
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I would guess in the case of the Journal of the American Chemical
Society-because it is highly academic and has no advertising- that
it would be about two-thirds.

Senator- MCCLELLAN. What I am trying to get at-how is it financed
-now'?

Have you been able to finance it ?
Dr. CAIRNS. ¥Ve finance by subscription, by page charges. In some

·of the technology publications, we have advertising. And we just
-balance the budget. It is very difficult.

Senator MCCLELLAN. NOW, talking about balancing the budget, as-
suming an article that you publish in there it constitutes a page. It
occupies one page in your journal. How do you arrive at, and what
would you undertake to say would be a fair charge of a copyright
fee for the copying of one page that a library might want to copy
:and give to a patron ?

Dr. CAIRNS. A single page would be pennies per page, somewhere--
Senator MCCLELLAN. Would be what?
I)r. CAIRNs. Pennies per page..
,Senator MCCLELLAN. A penny per page ?
Dr. CAIRN. Several cents a page.
SenatorfMClcrELLAN.. Several cehts a page.
How do you arrive at it? How would a librarian know how much

to collect ?
Dr. CAIRNS. I think we should have something approaching a ,uni-

form charge or a uniform set of charges for various journP' . Each
journal in science and technology carries a distinguishing mark, a
coden, which is a six-letter term, which characterizes that journal. It
would be easy enough to group these journals under their codens at a
-specific price of a certain number of cents per page. Somewhere be-
tween 1 cent and 10 cents, I assume, would probably generate enough
money to take care of their share of the composition costs of the
.material being copied.

Senator MICCLELLAN. All right.
We have another book in the library, a book of poems, that has

.been copyrighted. Somebody wants to copy that poem.
HIow would you arrive at what would be a fair compensation or

.copyright fee for that ?
It is five verses, but it is on one page of a small book.
Would you make any differentiation between that poem and a

scientific artidle.?
Dr. CAIRMs. I have to confine my testimony to scientific and techni-

;cal communication.
Senator McCrELaN.. All right. I will point out, though, to you

the problems that we have. We are trying to legislate on every par-
,ticular kind of journal and every particular kind of publication and
-information that may be copyrighted.

Dr. CAINss. I do not envy you that problem, but I do not think I
-want to try to answer for you.

Senator MCCLELLAN. We need some help, do you not see ?
Dr. CAIRNs . We will help you on scientific and technological ~ubli.

cations, because that is something that we know.
Senator MCCLELLAN. Thank you very much.
All right, Senator Burdick.
Senator BURDICK. Just a minute. I w nt to get your position this

morning as clearly as I can. I do it by example.
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I am going back to Williston High School again. Suppose a senior
is doing a paper on chemistry and he goes to the library in Williston,
and he finds a copy of your journal, and he wants to take it home and
type it. He wants one page.

Is it your contention this morning that, unless he pays for it, he
should not have it?

Dr. CAIRNS. This would seem to me, perhaps, to come pretty close
to a very limited fair use, but my contention is that if there is a change
in ownership involved in the transfer of copied material that, there-
-by, there has to be some acco..nting. Since it is only a matter of a few
cents, I think it would not stand in the way in the process of com-
munication in this particular instance.

Senator BURDICK. X our answer, then, is yes. You would not let
him have it until he paid for it.

Dr. CAIRNS. Yes.
Mr. WELL. I would like to speak to this.
The mechanisms bv which these pennies per page could be col-

lected are severalfold. One of them that we have heard about in
the Special Libraries Association was the idea of a royalties tribunal,
which in turn would, through the various collection mechanisms and
various distribution mechanisms, distribute the few cents per page in
the aggregate to the owners of the copyright. The library chore of
recording could perhaps be done mechanically. It could be done by
sampling. There are many techniques. So that the students involved,
while he might, indeed, have to pay a few cents, or he might not
have to pay a few cents, depending on how that library chose to
operate. The mechanisms for collection and payment would not need
to be donors.

Senator BURDICK. NWell, I gather from your testimony that you
would not permit the young man to have this material without pay-
ing for it.

Novw, to get tu the next question. In the libraries across the country,
in my sort of country, you could not possibly set up a mechanism
for distributing the money. Suppose you get this one page out of fhis'
book and pay 5 cents for it. Why, the postage to give you that 5 cents
by mail would be more than that. And to keep a running account and
to be keeping books would be impossible for small libraries.

The question is, either he gets it or he does not get it. It is a prac-
tical matter.

Mr. WEIL. No. There are mechanisms. Right now, that student if
le wishes to use a machine for himself drops into it a dime or a
quarter. So that the collection mechanism could be part of that dime
or quarter which he puts in. HIow that money is distributed right
now-most of it goes to the vendor who supplies the machine.

But there are methods that I mentioned-sampling; the Coden
that was mentioned that would i. ' tify the journal is a method, also
which could be electronically counted iby the machine at the time of
copy. The student would not need to be bothered. Right now, he must
drop a dime or a quarter into the machine.

Senator BURDICK. You mean to say that the library at Williston has
electronics, has got money for stuff like that?

Dr. CAIrNS. May I ask Counsel to answer?
3Mr. HANSON. Senator, believe it or not, it does. And if it does not,

it should have. I would suggest to you that, obviously, in any approach
to this, you have to use common sense and practicality.
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Senator BuIRDIC. That is right.
Mr. HANSON. The American Chemical Society is not interested-

and i do not believe any other publisher is-in picking up the single
page that a student is going to use. But remember, your premise was
that he was going to take this out and copy it himself at home.

Senator BURDICK. No, no.
Mr. HANSON. If he sat down in the library and wanted to take what-

ever notes he wanted to out of that page, that is obviously a fair use
under the settled law of the land.

I would suggest that what we are speaking to here is the practice that
has arisen in the last few years of heavy copying by certain major
metropolitan libraries, for the most part, which have made inroads
into the publisher's ability to meet his costs, to make his material avail-
able. And I think this is really the problem that the committee must
address.

Senator BuruIcK. I understand the problem.
But in my hypothetical question, I did not have the young man tak-

ing the periodical out. I had him take the photostatic part home.
Dr. CAIRNS. There are other ways to meet your question other than

an educational exemption, which I believe you were speaking to. I do
not believe that we can have or afford an educational exemption, be-
cause we, in producing journals, are an essential link in the educational
process. Therefore, we must have some means of recovery.

It might be through licensing through the library to allow them
to do this practice that you described, and it would be at their behest.
And this, as a matter of fact, was at issue in the Williams and Wilkins
case, of which we are a party in having submitted an amicus curiae
brief. We are normally on the side of education and science, because
this is our charter.

We are also interested in preserving the function of continued dis-
semination of scientific and chemical information, so we must come to
a practical determination, just as you people must.

Senator MCCLELLAN. Let your brief that you submitted be filed and
be marked as an exhibit to your testimony. Or would you like to have
it printed in the record.?

Dr. CAIRNS. Yes, we have submitted the full testimony for the record,
and we also would ask the privilege, if you are agreeable, to let other
scientific societies submit statements for the written record in the pe-
riod of time to August 10.

Senator McCLELLAN. That is agreeable. They may do so.
Senator Fong .'
Senator FoNa. Are the articles in your magazine originally written

'by your people?
Dr. CAIRNS. These are articles that are originally written by scien-

-tists and engineers throughout the world.
Senator FoNG. For your magazine ?
Dr. CAIRNS. NO. They are written in the first instance to record the

-works of the scientists and engineers. They are submitted for accept-
ance or rejection, or editing by the editors of our prospective periodi-

.cals, and they may or may not be accepted.
Senator FONG. Do you pay them for this?
Dr. CAIRNS. We do not. As a matter of fact, in most of the scholarly

journals of which I have spoken, there is a system of page charges, in
'which the author pays up to $50 a page to help absorb the cost of pub-
lication. And this is recognized as a policy by the U.S. Government,
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as enunciated by the Federal Council on Science and Technology, I
think, about 1963, that all these Federal grants can be used for the
purpose of these charges-payment of page charges-on their scientific
works into nonprofit journals.

Senator FONG. So actually, you have not paid for the article?
Dr. CAIRNS. We have not paid anything for the article. In fact, we

usually get a page charge for publishiing.
Senator FONG. Yes, and he pays you for it, certainly--for the.

publication ?
Dr. CAIRNS. IHe pays page charges at a rate of $50 a page for the

scholarly journals.
Senator FONG. YOU say, since you publish it, the man who copies

that should pay you or pay him ?
Dr. CAIRNS. The man who publishes-who recopies-our publica-

tion should pay us so -that we can be compensated for the costs of
creating the first copy, before the overrun cost of thousands of copies,
%which we also have;

Senator FONG. So, then, you would enter into an agreement with the
writer of the article.

Dr. CAIRNS. The writer of the article invariably puts the copyright
with the American Chemical Society.

Senator FONG. I see.
No·w, would you consider an exemption ? Say, a little boy who takes

the book home and copies, say, two or three pages of it, or he makes
two or three xerox copies. ' gould you exempt such a child from paying
any fee ?

Dr. CAIRNS. No, the exemptions that you exemplify by this par-
ticular case would represent the educational exemption, and the edu-
cational process is a part of what we contribute to in our dissemination
of scientific and technical literature. We are a part of the educational
process, and if we are to continue to exist, we must be compensated the
way anyone else does.

Senator FONG. So you think that this little boy should pay for that ?
Dr. CAIRNs. He must, if we are not to have a general educational

exemption.
Senator FoNG. Now, who is going to do the collecting ?
Dr. CAIRNS. I would say that the person who is in the control point

in this case would probably be the librarian.
Senator FONG. How would she know ?
Dr. CAIRNS. Their Xerox machine is usually indoors.
Senator FoNG. If he took the book home, how would she know ?
Dr. CAIRNS. I do not think she would if he took the book home. It

would be a little difficult to police. But that does not excuse-not having
a law to say that this is not legal;

Senator FoNG. So, if he asks the librarian to Xerox the copy, then.
you want the librarian to collect the money ?

Dr. CAIRNS. I see no other rational way to do this.
Senator FoNG. Suppose in 1 month there is only one page that is

copied, and you charge only cents for that copying. You expect the
librarian to put all her time to collect that money for you and send it
back to you ?

Dr. CAIRNS. No. I would say that we would only be interested in sub-
stantiMl payments, and there might be a clause which would rule -out
anything below $1 or $10. We are talking here in terms of millions of'
dollars.
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Senator FONG. This is what I am asking where is the exemption.
Would you say that we charge those who make a profit out of it. and
we do not charge those who do not make a profit of it? Where is the
exemption?

Dr. CfmxR:s. There is no profit here. This is only compensation for
costs that are incurred in creating the journal.

Senator FONG. You say many of these ore metropolitan libraries ?
Dr. CAIRNS. They have photocopying devices, yes.
Senator FONG. And they have photocopying devices and they print

thousands of copies and disseminate it. And these are the people you
want to stop? .

Dr. CAIRNS. No, I do not want to stop them. I wish it to continue.
Senator FONG. Stop them from copying without paying?
Dr. CAIRNS. I wish to receive enough compensation so that, in pro-

portion to the total number of copies circulated, that these Xerox copies
carry their share of the composition costs.

Senator FONG. These people-these Xerox copies of your publica-
tions-are they making a profit?

Dr. CAIRNS. I do not think the concept of profit is applicable here,
because they are, in the first place, nonprofit organizations. But that
does not save the American Chemical Society, which is a nonprofit
organization, from going broke if all of our works are copied.

Senator FONG. We are trying to get at the facts. lWe do not know-the
facts. We are asking you as to whether they-are they making a profit,
or are they not making a profit?

Dr. CAIRNS. No.
Senator FONG. So most of the people who copy your works do not

make a profit. Is that correct?
Dr. CAIRNS. That is correct.
Senator FONG. So you say that these people who copy your works

should pay for them?
Dr. CAMrns. They should pay the portion of the composition costs

which their copying represents, in terms of that number of copies to
the total number of copies.

Senator FoNG. Then you would not exem pt any part of it at all?
Dr. CAIRiNs. Thlat would be about right, with the possible exception

of the subscriber making copies for his own use for convenience.
Senator FONG. Thank youl, sir.
Senator MICCLELLAN. Tl alik you very much.
Mr. KENYON. May I enter a s,lnple factual correction? You asked

the subscription circulation of the Journal of the American Chemical
Society. I stated it was between 16,000 and 17,000. That was true last
year.

The circulation on journals is falling, and as of June 80, 1973, it
was 14.726.

Senator MCCLELLAN. Verv well.
I only wanted to use that as an illustration.
Dr. RKENYo. Well, I did not want an inaccuracy in the record.
[The prepared statement of Dr. Robert W. Cairn's follows:]

STATEMENT OF D)R. ROBERT IN. CAIRNS, EXECUTIVE DInECTOR,
AMERICAN CIIEIICAL SOCIETY

'Mr. Chairm.an and members of the Subcommittee: My name is Robert W.
Cairns. I' am the Executive Director of the American Chenuical Society and, with
the authorization of its Board of Directors, I appear before you today to present
the Socicty's statement. I have spent 37 years in industry and retired as Vice



122

President of Hercules Incorporated on July 1, 1T1 to accept the position of
Deputy Assistant.Secretary of Commerce for Science and Technology. I resigned
from that position on December 1, 1972, on acceptance of my present appoint-
ment. Accompanying me today are Dr. Richard L. Kenyon, Director of the Public
Affairs and Commuanication Division, Mr. Ben 1H. Weil, Chairman of the Society's
Committee on Coyprights, and Dr. Stephen T. Quigley of the Department of
Chemistry and Public Affairs of the American Chemical Society, and Arthur
B. HIanson, General Counsel of the Society.

We appreciate being given this opportunity to comment on the certain features
of the Copyright Revision Bill, S. 1:361. The issues addressed by this legislation
are both fundamental to the formulation of national science policy, and of vital
significance with respect to the ability of our society to resolve many of the
problems which confront it. These issues have been under discussion for some
time now by the Committee on Copyrigllts of the Board of Directors and Council
of the American Chemical Society, as well as by other similar scientific societies,
and a general consensus on them has been under development. This consensus
has been developed in the context that the protection of copyrighted material
will "promote the Progress of Science and Useful Arts", as specified in Article
I. Section 8, Clause 8 of the Constitution of the United States. T',, viewpoint
which we attempt to express is that of the chemical scientific and Technological
community, as represented by the American Chemical Society.

The American Chemical Society is incorporated by the Federal Congress as a
non-profit, membership, scientific, educational society composed of chemists and
chemical engineers, and is exempt from the payment of federal income taxes
under Section 501(c) (3) of the Internal Revenue Code of 1954, as amended.

The American Chemical Society consists of more than 107,000 such above
described members. Its Federal Charter was granted by an Act of the Congress
in Public Law No. 358, 75th Congress, Chapter 762, 1st Session, H.R. 7709, signed
into law by President Franklin D. Roosevelt on August 25, 1937, to become
effective from the first da; if January, 1938.

Sr-cetio 2 of the Act is as follows:
"Sec. 2. That the objects of the incorporation shall be to encourage in the

broadest and most liberal manner the advancement of chemistry in all its
branches; the promotion of research in chemical science and industry; the
improvement of the qualifications and usefulness of chemists through high stand-
ards of professional ethics, education, and attainments; the increase and diffu-
sion of chemical knowledge; and by its meetings, professional contacts, reports,
papers, discussions, and publications, to promote scientific interests and inquiry,
thereby fostering public welfare and education, aiding the development of our
country's industries, and adding to the material prosperity and happiness of our
people."

Its Federal Incorporation replaced a New York State Charter, which had been
effective since November 9, 1877.

One of the principal objects of the Society, as set forth in its Charter, is the
dissemination of chemical knowledge through its publications program. The
budget for the Society for the year 1973 exceeds $36,000,000 of which more than
$29.000,000 is devoted to its publications program.

The Society's publication program now includes twventy journals, largely
scholarly journals that contains reports of original research from snch fields
as medicinal chemistry, biochemistry., and agricultural and food chemistry,
but also a weekly newsmagazine designed to keep chemists and chemical en-
gineers abreast of the latest developments affecting their science and related
industries. In addition, the Society is the publisller of Chemical Abstracts,
one of the world's most comprehensive abstracting and indexing services. The
funds to support these publications are derived chiefly from subscriptions.

The journals and other published writings of the Society serve a very im-
portant function, namely: they accomplish the increase and diffusion of chemin
cal knowledge from basic science to applied technolegy. In so doing. they must
generate revenue, without which the Society coumld not support and continue
its publications program in furtherance of its Congressional charter to serve
the science and technology of chemistry. The protection of copyright has proved
an essential factor in the growth and development of the scientific-publishing
program of the Society.

The twenty periodical publications of the Sneiety produce more than 41.000
pages a year and subscriptions in 1972 totaled 330,000. Chemical Abstracts
annually produces more than 150.000 pages which go to f)00()-l)us subscribers.
Its abstracts number in excess of 380000 yeolrly and its docum.eilts indexed
in excess of 410,000. The single greatest source of income for all ACS publica-
tions is subscription revenue.
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As is indicated by the objectives of the American Chemical Society, we be-
lieve-that the effective dissemination of scientific and technical information is
critical to the development, not only of the society and economy of the Ij.S.A.,
but also of modern society worldwide.

Scholarly journals are the major instruments for disseminaton and re-
cording of scientific and technical information. These journals are expensive to
produce. If the costs are not supported financially by those who make use of
them they cannot continue. There is no adequate substitute in sight.

The scholarly scientific or technical journal is more than merely a repository
of information. The scientific paper is the block with which is built our under-
standing of the workings of the world around us. In his papers, each scientist
records his important findings for the permaanent record. His successors then
have that knowledge precisely recorded and readily available as a base from
which they may start. So the process continues in a step-by-step fashion from
scientific generation to scientific generation, each worker having available to
hilm or her the totality of the knowledge developed up to that time. Each
scientist stands upon the shoulders of his predecessors.

-But this analogy of simple physical structure is inadequate, for at least of
equal importance is the continuous refinement that takes place. Before new
lknowledge is added to the record, it is reviewed, criticized and edited by
authoritative scholars; then, once published, it is available in the record for
continued ulse, criticism, and refinement. New findings make possible the
revelation of weaknesses in the earlier argumen,ts and conclusions, so that as the
structure of scientific knowledge is built higher it is also rlade stronger by the
elimination of flaws. While it has been said that mankind is doomed to repeat
its mistakes, the system of scientific recording in journals is designed to prevent
the repetition of such mistakes and to avoid building upon erroneous conclusions.
The scholarly jourial record is the instrument for insuring this refining process.

In addition, journal papers form an important part of the basis upon which a
scientists' standing among his peers is judged. For this reason, scientific scholars
are willing to give their time and effort to help produce these evaluated records
and are also willing to leave the management of the copyright on their papers
in the hands of the scientific societies. These scholars are rarely concerned with
private income from their published pa,,rs, but they are vitally concerned with
the preservation of the intrinsic value of the scientific publishing system.

Publishing costs have risen and arn rising continuously, making the con-
tinuation of the scientific-journal system increasingly difficult. This has been
recognized by the U.S. Government in acknowledging the philosophy that
scientific-research work is not complete until its results are published, and in
establishing a policy which makes it proper that money may be used from federal
support of research projects to help to pay the cost of journal publication. It is
this policy which provides most of the funds for paying page charges, charges
originally designed to pay the cost of bringing the research journal through the
editing, composition, and other production steps, up to the point of being ready to
print. However, publishing costs are now so high that these page charges Dn
longer pay even for these initial parts of the publishing process. American
Chemical Society records in 1M972 show that page charges supported one-third
or more of those costs for fewer than 30% of ACS jorunals.

Publishing cost must be shared by the users. If these users are allowed,
without payment to the journal, to make or to receive from others copies of the
journal papers they may wish to read, it is not likely they will be willing to pay
for subscriptions to these journals. If and as free photocopying of journals
proceeds, the number of subscribers will shrink, and subscription prices will
have to rise. The-reduction of subscription income may continue to the point of
financial destruction of these journals.

The problems of the commercial publishers of many good scientific journals are
even more severe, because these publishers do not have the moderate assistance
of page charges.

The doctrine of fair use, developed judicially but not legislatively, has long
been useful to the scholar, for it has allowed him to make excerpts to a limited
extent for purposes of the files used in his research. However, the modern tech-
nology of reprography has offered such mechanical efficiency and capacity for
copying that it is presently endangering the protectior. given the foundations of
the scholarly journal by copyright. "Excerpts," instead of being notes, sentences,
or paragraphs, are being.interpreted to mean full scientific papers, the aforemen-
tioned building blocks.

As the copyrighted journal system developed, it was agreed long ago that the
scholar should be allowed to hand-copy excerpts for use as background informa-
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tion. As a further step, authors became accustomed to ordering reprints of their
papers to send to their colleagues to put into their files or briefcases as a means
of assuring a good record of the progress of work in the field concerned. This was
followed, 20-30 years ago, by some minor use of the old "Photostat" machine.
While that process strained a little the proprieties of copyright, it was fairly
generally agreed that the mechanics of the practice were such as * % help the re-
searchsscientist while difficult and. costly enough not to undermine tl I basic struc-
ture of the journal system.

However, in the past decade the techniques of reprography have advanced to
such an extent that third parties, human and mechanical, are beginning to be
involved in a substantial way. It now is practical to build what amounts to a
private library through rapid copying of virtually anything the scholar thinks
he might like to have at hand. While this process has obvious personal advan-
tages, it is now being done extensively and increasingly without these scholars-
or the libraries which copy for them-making any contribution to the cost of
developing and maintaining the basic information system that makes it possible.
Even conservative projections of the development of reprographic techniques
within the next decade make it clear that the economic self-destruction of the
system within the next decade is a real possibility. Overly permissive legislation
could make this destruction a certainty.

Use of a journal by an individual for extracting from it with his own hands,
by hand-copying the material specifically needed and directly applicable to his
research, is one thing. A practice in which an agent, human or mechanical, acts
as copier for an individual or group of individuals wishing to have readily avail-
able, without cost, copies of extensive material more or less directly related to his
or their studies and research, is quite a different matter. The latter is certainly
beyond justification on the mere grounds that technology has made it convenient,
nor that the purposes are socially beneficial.

While I am not aware of documented direct proof that photocopying is serious-
ly eroding the subscriptions to scholarly journals, the decline in paid circulation
of those journals in recent years is reported by many publishing societies. During
the past three years, ending December 31, 1972, the paid circulation of the Journal
of the Anerican, Chemical Sooiety has declined from 19,419 to 16,139 and as of
June 30, 1973 had declined further to 14.726; that of the Journal of Organic
Chemistry had declined from 10,557 to 9,217 and as of June 30, 1973 had declined
further to 8,575; and that of the Journal of Physical Chemistry from 6,448 to
5,459 and as of June 30, 1973 declined further to 4,997. Others have declined
comparably.

Documented evidence of the increase in photocopying is found in "A Study of
the Characteristics, Costs, and Magnitude of Inter Library Loans in Academic
Libraries," published in 1972 by the Association of Research Libraries. There
we find that in 1969-70 the material from periodicals sent out in ! -"ponse to
requests for "interlibrary loans" filled by the academic libraries surveyed was
8.3.2 percent in photocopy form as compared with 15.2 percent in original form
and 1.4 percent in microform.

In that same report the volume of interlibrary loan activities from academic
libraries is traced. It grew from 859,000 requests received by academic lending
libraries in 1965-66 to 1,754,000 in 1969-70, and is projected to reach 2,646,000
In 1974-75.

These data give some indication of the trends in use made of the published
literature without contribution of any share of the very considerable cost of
evaluating, organizing, and publishing it.

No suggestion is intended here that the use of better means of dissemination
should be prevented. What is urged is that such dissemination should not be
allowed without its sharing the costs of the basic steps that make such dis-
semination possible,

An understanding of these facts and a willingness to share these costs is indi-
cated in a statement recently approved by the Board of the Special Libraries
Association and published in its magaine, "Special Libraries" in March, 1973.
The key section of this statement reads ". . . it would stem appropriate for
SLA as an organization comprised of both private and public libraries to seek
a rational legislative solution to photocopying problems which will reason-
ably satisfy the needs of libraries and their patrons and which will protect
pubishers and authors.

As a starting point, one potential solution might be the making of provision
for the payment of a pe- )age royalty on photocopies of copyrighted works.
Such an arrangement h' precedence already in the proposed Copyright Act in
Section 111 (relating to cable transmissions), Section 114 (relating to sound
recordings), Se~ction 115 (relating to phonograph records), and Section 116
(relating to coin-operated record players).
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"A Royalty Tribual of the type proposed in Chapter 8 of the Copyright Revi-
sion Bill, but with a different membership composition, could assure that the
per-page royalty rate is reasonable."

Recognition of the responsibility to pay for extensive copying of the litera-
ture recently has been given by the USSR, which for years has been copying
scLhlarIy journals without payment. In May, 1973, the USSR declared its adher-
ence to the Universal Copyright Convcntion. Its representatives have approached
the American Chemical Society, the American Institute of Physics, the Institute
for Electrical and Electronic Engineers, and other publishing societies-as well
as commercial publishers--bot' in the U.S. and abroad, to begin negotiations
for the payment of royalties for such copying. To say the least, it would be
surprising to find the USSR paying a fair share of the costs of publishing our
scientific literature that it copies while the users in the U.S. do not.

It is desirable that use be made of modern technology in developing optimum
dissemination. This technology includes the use of modern reprograpl'y, but as
technology inherently includes eLonomics the means of financial support of the
system must be a part of its design. Therefore, photocopying should not be al-
lowed under any circumstances unless an adequate means of control and payment
is simultaneously developed to compensate publishers for their basic editorial
and composition costs. Otherwise, "fair use" or library-photocopying loopholes,
or any other exemptions from the copyright control for either profit or non-profit
use, will ultimately destroy the viability of scientific ald technical publications
or other elements of information dissemination systems.

The copyright law is directed to the interest of the public welfare. It is not
in the interest of the public velfare to modify the copyright law so as to allow
the economic destruction of the scientific and technical information system.

In conclusion, I would like to bring to the Committee's attention the American
Chemical Society's Amicus Curiae Brief filed in support of the Report of the
Commissioner in The Williams & Wilkins Co. -. the United States case, now being
decided in the United States Court of Claims. Since the Committee is well aware
of this case, I will not comment further but will submit a copy of the Society's
brief, which is consistent with my statement, for inclusion in the record.

Enclosure.
IN THE

UNITED STATES COURT OF CLAIMS

[NO. 73-68]

The WfilliUmns & Wilkins Co., PLAINTIFF V. The United States, DEFENDANT

BRIEF OL, BEHALF OF TIIE AMERICAN CHEMICAL SOCIETY, AS AMICUS CURIAE, IN
SUPPORT OF THE REPORT OF THE COMMISSIONER

The American Chemical Society respectfully submits that comr pensntion for
the copying of copyrighted material pursuant to the Copyright Act of 1909 wvill
"promote the Progress of Science and Useful Arts," as specified in Article I,
Section 8, Clause 8 of the Constitution of the United States. Accordingly, the
Society supports the position taken by the Report of the Commissioner as set
forth in his Findings of Fact, Recommended Conclusions of Law and Opinion,
bearing date of February 16, 1972.

TIlE INTEREST OF TIHE AMICUS

The American Chemical Society is incorporated by the Federal Congress as a
nor, ,rofit, membership, scientific, educational society composed of chemists and
chemical engineers, and is exempt from the paynment of federal income taxes
under Section 501(c) (3) of the Internal Revenue Code of 1954, as amended.

As of October 30, 1972, the American Chemical Society consisted of more
than 110,000 such above described members. Its Federal Charter was granted
by an Act of the Congress in Public Law No. 3;58, 75th Congress, Chapter 762,
1st Session, H.R. 7709, signed into law by President Franklin D. Roosevelt on
August 25, 1937, to become effective from the first day of January, 1938.

Section 2 of the Act is as follows:
"Sec. 2. That the objects of the incorporation shall be to encourage in the

broadest and most liberal lannlcr the advancement of chemistry in all its
branches; the pronotion of research in chemical science and industry; the
Improvement of the qualifications and usefulness of chemists through high
standards of professional ethics, education, and attainments, the increase and
diffusion of chemical kowwledge; and by its meetings, professional contacts,
reports, papers, discussions, and publications, to promote siefntiflo interests and
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inquiry, thereby fostering public welfare and education. aiding the development
of our country's industries, and adding to the material prosperity and happiness
of our people." (emphasis supplied)

Its Federal Incorporation replaced a New York State Charter, which had
been effective since November 9, 1877.

One of the principal objects of the Society, as set forth in its Charter. is the
dissemination of chemical knowledge through its publications program. The
budgei. for the Society for the year 1973 exceeds $36,000,000, of which more than
$29.000.000 are devoted to its publications program.

T'rhe Society's publication program now includes twenty journals varying from
scholarly journals. containing reports of original research from such fields as
medicinal chemistry, biochemistry, and agricultural and food chemistry, to a
weekly newsmagazine designed to keep chemists and chemical engineers abreast
of the latest developments affecting their science and related industries. In
addition, the Society is the publisher of CHEMICAI, ABSTRACTS, one of the world's
most comprehensive abstracting and indexing services. The funds to support
these publications are derived chiefly from subscriptions.

The journals and other published writings of the Society serve two important
functions, nanlely: first, they accomplish the increase and diffusion of chemical
knowledge and related purposes of the Society; second, they generate revenue,
without which the Society could not support and continue its publications pro-
gram in furtherance of its Congressional charter to serve the science and indus-
try of chemistry. The protection of copyright has proved an important factor
in the growth and development of the scientific-publishing program of the
Society.

The Socki y's publications, accompanied by the periedicity of publication and
the cost to subscribers, are as follows:

Rates
Periodicity of

Publication publication Circulation Members Nonmembers

Chemical Abstracts................ --- Weekly{ ........... 2 ............ 00.002 2,241 .... . ....... 1,900.00
Constituents and Derivatives of Chemical Abstracts...... No set schedule.. 12,000 35,00-100. 00
Journal of American Chemical Society ................... Biweekly ........ 16,086 $22.00 66.00
Chemical and Engineering News. ... ......... Weekly ..-..... 124. 737 3.00 8.00
Analytical Chemistry ................................ Monthly ...... 31,009 5.00 7.00
The Journal of Physical Chemistry -............... Biweekly .-.... 5,438 20.00 60.00
Journal of Agricultural and Food Chemistry .............. Bimonthly......- 4,915 10.00 30.00
The Journal of Organic Chemistry ..-............. ... Biweekly ...-.. 9,168 20. 00 60. 00
Journal of Chemical and Engineering Data ....-.......... Quarterly....... 2 247 15.00 45.0O
Journal of Chemical Documentation ...... .......-....... do.......-.. 1989 7.00 21.00
Biochemistry ...-........... Biweekly ..- . 6, 584 20.00 60.00
Inorganic Chemistry ------------. Monthly ---- 5,087 18.00 54.0n
Journal of Medicinal Chemistry .......... 3............ - .... .... 3789 15.00 45. G
Chemical Reviews ................................... imonthly........ 5,674 13.00 39.00
Chemistry .................................... Monthly........ 31995Chemistry-Monthly 31,.995 6.00 9.00
I&EC Process Design and Development ................. Quarterly......... 7,247 7.00 21.00
I&EC Fundamentals ........................ do ........... 7,307 7.00 21.00
I&EC Product Research and Development .............. do...... 7,345 7. 00 21.00
Environmental Science and Technology ................. Monthly ..... 27,869 6.00 9.00
Macromolecules.......................... Bimonthly ........ 2,305 12.00 36:00
Chemical Technology................................. Monthly ........ 15,000 9.00 18.00
Accounts of Chemical Research ........................do . 12,000 5.00 15.00

'Company and individual.
2 Universities.
3 In excess of.
Note: Additionally, the Society publishes on a nonperiodical basis the following: Director of Members; Abstracts of

Meeting Papers, Advances In Chemistry Series, Seldell's Solubilities of Inorganic and Organic Compounds; Specifications
and Test Methods for Laboratory Compounds; Specifications and Test Methods for Laboratory Reagent Chemicals; Col-
lective Indexes to Chemical Abstracts and Society Journals; Such other books, pamphlets, and reprints as may be a :horized
by the board of directors.

These twenty periodical publications of the Society produce more than 41,000
pages a year, and CHEMICAL ABSTRACTS produces more than 150,000 pages a year.
Its abstracts number in excess of 380,000 and its documents indexed in excess
of 410,000.

From the foregoing, it is obvious that the anilcus has a deep and abiding inter-
est in the outcome of this case. It should also be obvious why the amicus sup-
ports the position of _the plaintiff in the case; it is abundantly clear that, in
working toward the objective of the advancement of the science and -technology
of chemistry, the most effective possible dissemination of information is a pri-
mary requirement. In order to effect this, the American Chemical Society, oper-
ating as a not-for-profit society, works to build the best possible record of scl-
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entific knowledge related to chemistry and to find ways to get as effectively as
possible, that knowledge into the hands of those who need and use it. On tile one
hand, there is the problem of cost per user, which we endeavor to maintain at
a level which will not be a serious barrier. On the other hand, the expenses of
doing this are very considerable and they must be met in full or else the systeln
will begin to degenerate. If, through copying and distribution which brings no
return at all to the American Chemical Society, this material is made available
so that users need not subscribe to the publications, the process will lead to a
reduction of paid circulation and a smaller base over which to distribute the
costs, thus driving up the unit costs. Appreciable rises in cost would defeat
efforts to maintain the objective of broad and effective dissemination.

The amicus believes that the actions of which the plaintiff complains have
a deleterious effect on its objects as set forth above.

ARGUMENT

Having carefully examined the Cmmissioner's Findings of Fact, Conclusions
of Lawv, and Opinion, the plaintiff's brief, the defendant's brief and the briefs
of all the amici, both pro and con, the American Chemical Society strongly sup-
ports the Commissioner's Report and the authorities cited therein. The Society
lhsewise supports the position of the plaintiff as set forth in its brief and adopts
the authorities cited therein.

The effort of the defendant to equate its copying procedures to the doctrine of
"fair use" as set forth in the existing case law is legally indefensible. The proper
place for such an argument is before the Congress.

The Court may take notice of the fact that an effort t) attain an omnibus
revision of the Copyright Law has been under way for the past seventeen years.
This effort has been headed by Senator John L. McClellan's Senate Judiciary
Subcommittee on Patents, Trademarks and Copyright and is set forth in S. 644
of the last session of Congress. The Society took a position on such legislation
as early as May 5, 1967, when Dr. C. G. Overberger, the then president, expressed
the Society's views in a written communication to that Subcommittee.

The position expressed then is still essentially the Society's position. During
the intervening years. the Society has continuously reviewed the perplexing prob-
lems resulting from the growth of technology vis-a-vis copying in various forms
and the expressed desire of some segments of the scientific community for freer
access at little or no cost to individual users, with the view that this is their
right in the name of research. It must be noted that this use, namely freedom
to copy for individual users, as supported by the defendant's brief and epitomized
by the National Library of Medicine's practices, is supported by the tax dollars
of all the people of the United States without any concurrenc legislative author-
ity for same. This is inimical to our free enterprise system and to our ystem
of checks and balances.

Now, as stated above, the Society has attempted to find a means of accommodat-
Ing these conflicting viewpoints and it has offered the following to the Senate
Subcommittee.

The doctrine of "fair use" is set out in Section 107 of the proposed legisla-
tion. Title II of the proposed legislation calls for the establishment of a National
Commission for New Technological Uses of Copyrighted Works. The Society
supports the establishment of this proposed Commission.

In light of the fact that other facets of the proposed legislation would appear
to further limit the rights of a copyright proprietor and the fact that the amici
supporting the defendant herein are actively lobbying for the position they sup-
port here, we are suggesting that no change be made as to "fair use" until the
Commission is established and it has made a detailed, 8cientiflc study of this
problem.

CONCLUSION

The American Chemical Society disseminates more scientific information in
the field of chemistry than any other organization. Its accomplishments in this
area have been recognized both by Congress and by other branches of govern-
ment. Its investments are great from the standpoint of both manpower and
dollars. We believe that our service program is a vital service which must be
continued. The Society is deeply concerned, however, that the unauthorized
use of materials under an increasingly liberalized "fair use" doctrine could
impair or even destroy our ability to generate, publish, and disseminate such
scientific information in the future. While the Society In no way seeks to hamper
or restrict either the learning process or the use of technological developments
and equipment needed to improve the exchange of information, it cannot
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be oblivious to the effects of these developments on the essential financial sup-
port needed to continue the publishing function which generates the basic
materials.

The Society conducts research and experimentation on the use of computers
and allied electronic devices for the handling and dissemination of scientific in-
formation. Based on our experience and observations of the work of others doing
research in this area, we see that such developments are leading us toward sys-
tems where a single original work will be used to disseminate multiple copies
as well as a variety of subcollections of information derived from the original
work. In effect, we are in the process of enhancing the distribution of an au-
thors works by replacing the ctpability of printed plates with the capability
of electronic processing.

Tile American Chemical Society is actively engaged in a continuing program
of development and study relative lo convenient access by users, including photo.
copying and the use of computerized technology, in an effort to find solutions
which are compatible with the best interests of both copyright producers and
users. We are vigorously pursuing a long-standing program to provide interested
persons with copies of materials copyrighted by the Society, quickly and at the
lowest possible cost, and to license others to reproduce such materials. We are
doing all this because we clearly understand the need of caemists for quick and
really access to our published chemical information, and desire to adapt to their
service the advantages of new communications technology.

Although we have no figures to indicate precisely the volume of current un-
controlled copying in terms of subscription losses, it d-~es appear that the amount
of photocopying of chemical publications is considerably higher than in oth:r
fields of science. In a study of the copying of technical journals from the New
York Public Library, five American Chemical Society journals appeared on the
list of 22 most copied journals, and ranked, 2, 3, 5, 12, and 13, respectively. Bonn
George S., "Science Technology Periodicals," Library Journal, 88(5), 954-8,
March 1, 1963. Later studies have shown similar results.

Accordingly, the Society reiterates its support of the plaintiff and of the Com-
missioner's Report and respectfully urges that this Honorable Court deny the
defendant's position and uphold the plaintiff's petition and the judicially ac-
cepted concept of "fair use".

Respectfully submitted,
ARTRHUR B. HANSON.

Attorney for Amicus Curiae,
The American Chemical Society.

HANSON1, O'BRIEN, BIRNET,
STICKLE & BUTLER

Of Coun1Rel.

Mr. BRENNAN. Ambassador Kenneth Keating.
Senator MJCCLELLAN. You are welcome, sir, and we appreciate your

appearance before the committee, and we will listen to your words of
wisdom.

STATEMENT OF AMBASSADOR KENNETH B. KEATING, HARCOURT
BRACE IOVANOVICH, INC., AND MACMILLAN, INC., ACCOM-
PANIED BY BELLA L. LINDEN, COPYRIGHT COUNSEL

Mrr. IKEATING'. Well, you are very kind, 'Mr. Chairman.
This is my last gasp as a lawyer for the present, but I am delighted

to be heard, and also appreciate your calling me a little bit out of
order, because I am tied up in a lot of things at the present time.

This statement which I make is submitted on behalf of Macmillan,
Inc., and Harcourt Brace Jovanovich, Inc., two of the five largest
American publishers. And I wish to emphasize, however, as I did
in the copyright law rev ision hearings before a subcommittee of the
House Judiciary Committee, back in 1965, that I really consider my
appearance to be a form of extension of my public service. I firmly
believe that the promulgation of a revised copyright act which fails
to adequately preserve and foster authoriship and publishing would
endanger vital national and public interests.
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As I indicated, in 1965 I had the privilege of appearing before
Subcommittee No. 3 of the Committee on the Judiciary of the House,
at the very inception of the legislative stage of the program, I think,
for the revision of the Copyright Act. There has been a lot of water
over the dam since then, but that is my recollection.

In the ensuing years, much time and effort has been expended by
members and staff of Congress and administrative agencies, by repre-
sentatives of producers and users of intellectual and artistic works,
by members of the copyright bar, and by other interested parties in
the development of a revised copyright'law which will be consistent
with the constitutional premise on copyright in this new age of
information technology. And I hope that I am participating now in
the conclusory stages of that program.

TMay I take this opportunity :n the first instance to applaud your
committee's farsighted recommendation in providing for the establish-
ment of a National Commission on New Technological Uses of Copy-
righted Works under title II of S. 1361. Its proposed creation provides
the necessary recognition that there ale certain difficult and still
developing issues of the relationship between copyright and the new
technology which require thorough investigation rather than prema-
ture, and therefore, possibly injurious, solution through immediate
legislation. I will have occasion to refer to that a lit'le later again.

Ify statement will be directed toward two issues a ) the treatment
to be accorded photocopying under a revised copyrighlt law, and (b)
the question of a general educational exemption.

First, photocopying. As an outgrowth of the 1965 hearings in the
House, in 1967 the House passed H.R.. 2512, for general revision of
the Copyright Act. Section ·108 of the House act provided a limited
exemptior. from copyright infringement in favor of nonprofit archival
custodians. The exemption was restricted to the reproduction of
unpublished works for purposes of preservation, security, or inter-
archive deposit. The propriety of unlicensed photocopying was other-
wise left to the province of fair use, a flexi',le doctrine developed in
the courts and codified in section 107 of the House act.

'.he version of the photcopying provision now before the Senate in
section 108 of S. 1361 so extends the photocopying exemption that
authors' and publishers' rights are eroded and in some areas, in prac-
tical effect, preempted. Specifically, section 108 of the Senate bill
encompasses archival reproduction of published as well as un-
published, works for replacement purposes and, most significantly,
allows both unpublished and published books and periodicals to be
copied by libraries and archives at the request of a user of their collec-
tions.

Since all any user of a photocopying service may desire is one copy,
and since each separate user would receive a separate copy of the
same work, the end result, in the aggregate, would be the erosion of
entire markets for certain books and periodicals and in many instances
to make the publishing of a work simply uneconomical.

The effects of section 108 of the Senate bill on the interests of authors
and publishers of books and periodicals are rather clear. As repro-
graphic technology progresses, interlibrary affiliations grow and in-
formation transfer systems develop, educational and trade publishers
are likely to find the economic realities of their businesses approaching
prohibitiveness. Publishers of technical and reference works baving
small markets and modest profits to begin with will find the very func-
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tion of their works--that is, piecemeal reference to particuklr portions
rather than cover-to-cover reading-and hence their markets usurped
by what cannot be described as anything but competitive on-demand
publishing. Publishers of texts and other educational works will lose
incentive to revise works or restock out-of-print books.

Organizations engaged in back issue services and authorized reprint
houses will find their investments and very existence in doubt. Pub-
lishers of technical journals, faced with increasing production costs but
unable to raise subscription prices because such increases are likely to
be met by canceled subscriptions and reliance of the former subsscribei'
on photocopies must sooner or later simply stop publishing. These are
not mere specters or dramatics. They are inexorable conclusions drawn
from the private enterprise system of our economy and the progress
of technology.

Now, although we oppose much of section 108 of S. 1361 that goes
beyond the archival provision of the House act, we are not oblivious to
the fact that reprographic devices are here to stay and may perform
valuable functions in research and education. We believe, however, that
the operation of such devices must be brought within the copyright
system in such manner as to assure the rights of publishers and the
economic viability of their ventures.

We believe, moreover, that the appropriate bases for such resolution
already exist in S. 1361-namely, in the fair use provision of section 107
and in the creation of a National Commission on New Technological
Uses of Copyrighted Works under title II, to which I referred. The
doctrine of fair use is suited to the issue of free reproduction in a devel-
oping technology; the frequent objection by libraries to its asserted
vagueness is not persuasive in view of the general language of legal
rules governing many aspects of life and business and, indeed, in view
of the general criteria of commercial advantage, reasonable effort, nor-
mal price, commonly known sources and satisfaction established in the
proposed extension of section 108 itself.

If there is reason why a justified amount of unauthorized photo-
copying cannot be accommodated within the framework or A''r use, it
remains to be demonstrated. Similarly, if our fears of the effects of
unlicensed photocopying extending beyond fair use are unfounded, this
has yet to be shown. The proposed National Commission would be well
suited to these inquiries and to the formulation of alternative proce-
dures which will serve all interests concerned.

There is little justification for the creation of particular photocopy-
ing provisions in a bill which allocates to the Commission the specific
authority to "study and compile data on the ... the reproduction and
use of copyrighted works . . . by various forms of machine repro-
duction. ... " I am, of course, not unfamiliar 'with the use of compro-
mise in the legislative process. I have been subject to that myself on
occasion.

I am concerned, however, that a compromise solution to the issue of
photocopying at this point is likely to have the effect of freezing poten-
tially detrimental measures into our laws for years to come and to
remove any impetus for thorough consideration of this issue by the
proposed National Commission. I do not believe the obverse to be true.
In view of the admission of all concerned that photocopying is a subject
worthy of further consideration, and in light of the, specific mandate
of the National Commission, I do not believe that library and allied
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interests will suffer materially from the omission of specific photo-
copying provisions in section 108 at tlis time.

I do not want to leave this issue of photocopying without briefly
offering one additional comment on the issue of fair use. It has been
reported that a draft version of this subcommittee's report on a prede-
cessor of S. 1361 states in part that "the making of a single copy of an
article in a periodical or a short excerpt from a book would normally be
regarded as fair use." This has caused some persons to believe that the
sutcomrmittee intends a so-called single copy exemption to be applica-
ble under all circumstances under the rubric of fair use.

I am convinced by the context of this statement that this subcom-
mittee had no such intent and I urge that such an interpretation be
expressly repudiated and that this language be clarified in the subcom-
mittee's final report.

The inherent fallacy of the single-copy theory has been amply dem-
onstrated in discussions before this subcommittee-after all, the pub-
lishers I represent here today are themselves engaged in publishing
and selling one copy at a time to multiple users, as would the libraries
under a photocopying exception-and the retention of the draft lan-
guage as a part of the legislative history ( X the rev ision bill may have
unfortunate and unintended results.

I do not propose to enter into any further analysis of the provisions
of section 108 of the Senate bill. I would call the subcommittee's at-
tention, however, to a paper dated October 12, 1972, and prepared by
the firm of Linden & Deutsch, copyright counsel to Harcourt Brace
.Jovanovich, Inc., and Macmillan, Inc. This paper is annexed as ex-
hibit A to the statement which I have delivered to the committee.

I endorse the analysis set forth therein and request that it be ac-
cepted as part of my statement. MIr. Linden will certainly be available
to the subcommittee to answer any questions concerning this exhibit.

[There followed the testimony of Ambassador Yaating which
appears preceding the testimony of nMrs. Bella Linden during the
testimony taken relating to the general educatioinal exemption.]

Mr. KRATING. Mrs. Linden who is a far greater expert on the copy-
riglit laws than your wvtness, Mr. Chairman, is here to address herself
to questions, either nowv or at the time when she testifies later this
afternoon.

Senator 'ICCLELLAN. Very well.
Any questions, Senator ?
Senator BURDICK. No.
Senator MCCLFrLt.AN. Senator Fong, any questions?
Senator FONG. NTO.
Senator MfcCLELLAN. Thank you very much.
Do you want to make any statement at this time?
Mrs. LINSDEN. No, Senator. I appreciate being heard this afternoon,

when I am scheduled to be heard, and will make any comments at that
time, if that is suitable.

Senator McCLELLAN. All right.
Mr. LINDEN. Unless you wish for me to make one brief comment on

the photocopying issue per se.
Senator MCCLELLAN. All right.
Mrs. LINDEN. I was particularly interested in Senator Burdick's

and Senator Fong's inquiries with respect to the feasibility of corn-
pensating authors and publishers for photocopying, and specifically
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with respect to the inquiries about that little boy who wants to photo-
copy one page.

The system--the concept--of the educational market is one that sug-
gests the product is prepared for use by students, researchers, adult
students, by education, research and science generally. The system of
compensation under the older technology to book publishers and mag-
azine publishers was so well established that it caused no controversy
at all. The new technology does present problems. They are not insur-
mountable.

I will refer this afternoon, when I am afforded the opportunity, to
the Committee on Scientific and Technological Information under the
aegis of the Federal Council for Science and Technology, which I have
had the honor and pleasure of participating in.

It is abundantly clear that the very technology that makes photo-
copying necessary, desirable. feasible, and economically less costly
than subscribing to chemical journals, or any journals-or perhaps, in
the long run, even buying books and occu pying bookshelves, space, with
volumes that deteriorate, et cetera-that very technology has created
and produced the answer to the problem it has caused.

It is feasible today under the present technology to monitor uses. to
pay for uses. The Xerox CQ. today, for one, has a system of monitoring
pages reproduced by its Xerox machines. Certain of the devices that
are capable of photocopying pages from books, not just loose pages,
have a system llhereby the machine itself monitors effectively whether
a book page or loose piece of paper is photocopied.

I am certain that the National Commission, which you in your
,nature wisdom and knowledge of the legislative process have recom-
mended in the proposed title II, can call upon the mathematicians,
the scientists. and the hardwadware manufacturers who have the ability
and the capacity to monitor uses, and a new system of compensation for
photocopying uses can be made practical. With all due respect, I urge
that it be left to the Commission to report to you so that appropriate
action can be taken at that time.

Senator FONG. Mfr. Chairman, I would like to commend our former
colleague and Ambassador to India for his very excellent statement
before this committee.

Mr. KEATING. Thank you.
Senator BUnDICK. Could Vou submit to us sometime to(e-'- or later a

budget as to wihat one of these machines would cost operation
thereof ?

MIrs. LINDEN. Senator Burdick, it does not require a separate ma-
chine. As a matter of-

Senator BIRTDICK. I mean the xwhole setup from beginning to end.
Mirs. LINDEN. I was going to suggest this afternoon-I would be glad

to refer to it now. I was chairman of a subpanel of the Committee on
Scientific and Technical Information of the Federal Council for
Science and Technology. This issue did arise before that subpanel
and our report dealt with exactly that matter. I called the committee s
chairman yesterday morning and asked vwhether I could refer to the
material prior to its public release.

The coauthors of this report had as disparate backgrounds as Com-
missioner Mary Gardner Jones, of the FTC, and Dr. John Weil, who
is in charge of information systems development for Honeywell and
General Electric in their point project. Various interested administra-
tive agencies, DOD, NASA, AEC, were also represented.
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Our report was ado' ted without dissent. And our report clearly
indicates the feasibility of monitoring uses and recording payment.
The technology is there, exists, and will not cause a prohibitive addi-
tion to the per page cost of photocopyirng that is presently paid by
users and libraries, adverted to this morning, and paid to the Xerox
companies, to Honeywell to IBM, etc.

So it is feasible. It is practical, and work has been done.
Senator BURDICK. I would still like a budget.
Mrs. LIXDEN. To the extent that the information is currently avail-

able. I will be delighted to submit it for August 10th.
[Exhibit A referred to by Ambassador KIeating follows :j

EXIIBIIT A

LIBRARY-COPYING UNDER DOMESTIC COPYRIGHT LAW REVISION

I. TIHE LIBRARY COPYING PROVISION AS PASSED BY TIIE IIOUSE OF REPRESENTATIVES

On April 11, 1967 the House of Representatives passed H.R. 2512 (90th Cong.,
Ist Sess.), an Act for General Revision of the Copyright Law. While Section 107
of this Act codified the general doctrine of "fair use" as it has been developed
by the courts, Section 108 established a specific "limitation" on the rights of
copyright owners in a carefully circumscribed area of library copying:

§108. Limitations on exclusive rights: Reproduction of works in arcli val
collections.

Notwithstanding the provisions of Section 106 [delineat ng the exclusive rights
of copyright owners], it is not an infringement of copyright for a nonprofit
institution, having archival custody over collections of manuscripts, documents,
or other unpublished works of value to scholarly research, to reproduce, without
any purpose of direct or indirect commercial advantage, any such work in its
collections in facsimile copies or phonorecords for purposes of preservation and
security. or for deposit for research use in any other such institution.

Section 108 was thus limited to (i) facsimile reproduction of unpublished
works by certain nonprofit institutions, for (ii) their own limited purposes.

In approving this version of Section 108, the House Committee on the Judi-
ciary stated that it did "not favor special fair use provisions dealing with the
problems of library photocopying" other than under the circumstances alove-
described. H.R. Rep. N. 83 (90th Cong., 1st Sess.) at 36 & 37. Similar senti-
ments were expressed by the Register of Copyrights. Thus, although the Copy-
right Office Preliminary Draft of the Revision Bill allowed libraries to make
and supply single copies of periodical articles, or copies of entire published
works considered to be unavailable from trade sources, upon request, the Reg-
ister subsequently "became convinced that the provision would be a mistake"1
in view of rapidly changing information technology.

The limited version of Section 108 set forth In HI.R. 2512 is the only specific
"library copying" provision to have received the formal approval of a Con-
gress8ional Committee or either house of Congress.

II. TRE LIBRARY COPYING PROV1SION PRESENTI.Y BEFORE TIIE SENATE

The Copyright Revision Bill presently before the Senate Subcommittee on
Patents, Trademarks and Copyrights iS. 644 (92nd Cong., 1st Sess.)], includes
a much more extensive "library cop;nn.:' provision in its version of Section
108. In brief, the "limitations" on the exclusive rights of copyright owners are
extended to include (i) duplication of p;zblished works by certain public or
semi-public institutions, at (ii) the request of users of the institution's collec-
tions.'

This extension of the specific "library copying exemption" wtas expressly dis-
approved by Resolution oS of the Section of Patent, Trademark and C.opyright
Law of the American Bar Association in 1970:

Resolved, that the Section of Patent, Trademark and Copyright Law dis-
approves in principle enactment of severe limits on the exclusive rights of
copyright proprietors with respect to reproduction and distribution of copyright
works by libraries and archives.

ISupplementary Report of the Register of Cepyrights on the General Revision of the
U.S. Copyright Law at 26 (May 1965).

IThe current Senate version of section 108 X .so extends the limitation of H.R. 2512 to
Include duplication of published works for the pu 'pose of replacing "damaged, deteriorating.
lost, or stolen" copies of works under certain clrcimstances.
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Specifically, the Section of Patent, Trademark and Copyright Law disapproves
Section 108 of the December 10, 1969 Committee Print of S. 542 (McClellan-
91st Congress, First Session).3

III. ANALYSIS OF SECTION 108 OF S. 644

A. Synopsis.--Section 108 of the Copyright Law Revision Bill now before
the Senate Subcommittee adopts the provision of the House Act allowing library
and archival copying of unpublished works for the purposes of preservation,
security or deposit in other institutions. However, the Senate Bill extends the
library copying exemption to allow unlicensed facsimile reproduction of pub-
lished works for the . lrposes of replacing deteriorating, lost or stolrn copies
if the institution has "after reasonable effort determined that an unused re-
placement cannot be obtained at a normal price" from certain sources.

The Senate Bill further extends the exemption to include unlicensed reproduc-
tion of published or unpublished books and periodicals 4 by libraries and archives
at the request of a user of the institution's collections. This "user request"
exemption is subject to the conditions that (a) the user must have "established
to the satisfaction" of the institution that an unused copy cannot be obtained
"at a normal price" from certain sources; (b) the reproduction must become
the property of the requesting user and tilhe institution must have had "no notice
that copy would be used for. any purpose other than private study, scholarship
or research," and (c) the institution issues certain "warning" notices.

B. Considerations.-At this point our purpose is not to re-draft or rehabilitate
the library copying provisions of S. 644. Our purpose is merely to isolate certain
aspects of the proposed Senate version of Section 10S in order to allow exam-
ination of their impact on the business operations of interested parties. In this
context, we believe the following considerations to be of principal significance:

(i) Section 10S condones free reproduction. It is not a "compulsory licensing"
provision; no compensation to copyright owners-whether by statute, regulation,
or otherwise-is contemplated. Similarly, the Section does not expressly require
accurate reproduction, original source credit, or use- of copyright notice on the
reproductions.s

(ii) The provision allowing reproduction of published works for purposes of
replacement and the "user request" exemption require some deteriaination tlat
unused copies are not obtainable. However, unavailability in fact is not required:
in the case of replacement the library need only conclude that such is tbe case
"after a reasonable effort," and in the case of copies made at a user's request the
library need only be "satisfied," by the user, that such is the case. In the latter
case. at least, there is no express requirement that the library's determination
be in good ;aith, nor i. tlhre any requirement that the requesting user make ally
actual effort to locate a, copy, or give actual evidence thereof.

'Moreover, Section 108 provides no meaningful standards with respect to avail-
ability. In this respect we can only raise questions as to what circumstances mav
be sufficient to render a copy available or unavailable. may inability to secure
a copy within "X"' number of days render the copy unavailable; are there geo-
graphic limits on availability or the library's or user's efforts (is a work not
available at the neighborhood bookstore unobtainable; how many bookstores
should be checked; what types of sources other than bookstores are relevant
sources for certain works?); does a new version of a work satisfy the avail-
ability conditions with respect to prior editions; should a work be considered
available if it is included in a compilation or collection otherwise not needed by
the library or user?

Even where Section 108 does attempt to give some definition of availability, it
remains unclear or troublesome in operation. Thus, availability at announced
or catalog prices does not preclude unlicensed copying; the library may still de-
termine that the price is not "normal." e To preclude copying, the work must be
available from "commonly known" trade sources; specialized sources for works
of more esoteric disciplines may not qualify. Indeed, it is not clear to whom
the source is to be "commonly known"-the library, the requesting user, the

3 Section 108 of the Dec. 10. 1969. Committee Print of S. 543 is Identical to the version
of section 108 currently set forth in S. 644.

4 This provision of S. 044 extends to all walks other than musical, pictorial, graphic,
cinematographc, or audio visual works.

W We do not believe that any of these requirements will necessarily be deemed Implicit
in the requirement of "facsimile" reproduction of section 108 (b) and (c). In any event,
the. "user request" exemption of sec. 108(d) In not limited to "facsimile" reproductions.6 Sec. 108(e), (d) (1).
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publisher, the "trade," or the courts? Certain sources are clearly insufficient,
namely, those outside the United States. Thus, to preclude unlicensed copying, ar-
rangements must be made for domestic availability of foreign publications, in
any language, no matter vow limited their normal market.

Similarly, the provision does not appear to have considered the particular prob-
lems raised by its application to back issues. Although a number of organizations
have made great investments of tinme and cost in locating, accumulating, and
storing back issues in specialized fields and servicing their clients, their efforts
and investment are adversely affected if not completely ignored: (a) we doubt
that many libraries will accurately estimate the "normality" of back-issue prices;
and (b) one may question whether such suppliers will comprise "commonly-
known" trade sources, particularly where inter-library requests may involve
libraries which have had no knowledge or dealings with such specialized sources.

Availability on library loan or for in-library use also appears insufficient to pre-
clude unlicensed copying at the request of a user. The references to "trade
sources," "price," and "unused copy," and the fact that to make a copy the library
must have a copy, or have access to one under inter-library affiliation, all seem to
imply that a user may request and receive a copy of a work no matter how ac-
cessible such work may otherwise be for his use under loan, and regardless of
the degree of inconvenience, if any, caused by such use being restricted to a cer-
tain location or for a certain time, or his having to wait for such access. In
short, a user may even request and receive an unlicensed reproduction of all or
part of a work which is available to him from his local library for home or busi-
ness use for extended periods of time.

"Trade sources" are defined to include "authorized reproducing services";
"reprint houses" are presumably included but are not expressly mentioned.

There are no excuses for unavailability. Thus a work may be withdrawn by a
publisher for revision, while his potential market is sapped by duplication of
prior editions.

(iii) Section 108 does not require initial recourse to the copyright pra.prietor.
That the proprietor may be willing to consent to the desired reproduction, even
on "reasonable" terms, is rendered irrelevant since his permission need not be
first requested. (The previously-discussed "availability" conditions do require
some initial degree of unsuccessful recourse to trade sources for copies. Author-
proprietors would generally not be considered "trade sources"; under various
circumstances, this may also be true of publisher-proplietors. In any event, we
believe that the condition of unabiliability which allows reproduction will be
met where existing copies are considered unobtainable. Thus, a rquest for per-
mission to create a neto copy is not a condition precedent to free copying under
the proposed law.)

Similarly, although Section 108 is apparently not intended to interfere with
certain contractual arrangements between librari-s and copyright owners,8 there
is no incentive to libraries to enter into such arrangements on even "reasonable"
terms. Furthermore, the relevant subsection refers only to obligations assumed
wllen the library "oblained [the] copy for its collections." Thus, agreements which
may be entered into with respect to earlier-published works, such as "blanket'"
licenses covering a publisher's catalogue or subscribers, may be ignored by librar-
ies if less favorable than the proposed law. Even with respect to new workas it
may be questioned whether the language of the relevant sub-paragraph clearly
indicates that more "difficult" contractual undertakings will prevail over contrary
provisions of Section:108.

(iv) The "libraries" and "archives" entitled to invoke the exemptions of Sec-
tion 108 are not restricted to nonprofit institutions.9 So long as the particular
act of reproduction in question is without purpose of "direct or indirect eom-
mercial advantage" (§ (a) (1) ], even. profit-making institutions may avail them-
selves of the provision. We do not believe that the quoted language was intended,
or will be construed, to preclude the operation of photoduplication services by
for-profit institutions in order to make their overall, profit-generating, services
more attractive or competitive.

Nor are such "libraries" and "archives" limited to public institutions. The
only restriction on the nature of the exempt institutions is the requirement that
its collectionis be open to at least persons, other than affiliates of the institution,

7See, 108 (c), (d)(1).
8Sec. 644, sec. 108(e)(8): "Nothing in this section . . . in any way affects . . . any

contractual obligations assumed by the library or archives when it obtained a copy or
phonorecord of the work for Its collection."

9 In this respect, the Senate version of see. 108 goes beyond the House act even with
respect to archival reproduction of unpublished works.
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"doing research on a specialized field." It would appear that many corporate
Collections will qualify, or can l.e made to do so with little effort or burden.

In a similar vein, there is no effective restriction on the "users" entitled to
receive unauthorized reproductions under the "user-request" exemption. Any
"user of the collections" of the instititiion qualifies, including users making
their request "through another library or archives." As inter-library affiliation
and "info.mation networks" grow, the way is paved for single-copy purchase to
satisfy public requirements.

Section 108(d) (1) does require that "the library or archives has had no
notice that the [requested] copy would le used for any purpose other than
private study, scholarship or research." T'his does not impose any effective limi-
tation on the nature of the user. Since tLiere is no requirement that the library
make any inquiry as to the purposes for which the copy is to be used, the con-
ditilo is met by silence and is meaningle.,s. Similarly, there is no limitation to any
tylpe of curricular or systematic instructional base for the private study. Again,
the condition is rendered meaningless. Also, it is not clear that it is the "study,
scholarship or research" of the requesting user which is to be served. We do
not beliexe that the word "irivate" negates the possibility of even single-col)y
photocolpying for group or successive uses.10

(v) Section 108 is not restricted to the reproduction of portions or excerpts
of works; entire works may be reproduced without consent or compensation.

Nor is Section 108 entirely clear with respect to the manner of permitted
reproduction (e.g., microform, recording, light and laser techniques, etc.). Thus,
while the archival exemptions of Section 108 (b) and (c) refer to "copies" and
'phonorecords" duplicated in "facsimile" form, the user-request exemption of
paralgraph (d) applies only to "copies" and does not limit itself to "facsimile"
reproduction.

Nor does Section 108 generally restrict the nature or subject matter of works
subject to reproduction. All types of unpublished works are subject to archival
reproduction for purposes of preservation. security or deposit; and all types of
pullished works are subject to reproduction for purposes of replacement. The
"user-request" exemption of Section 108(d) is generally limited to textual books,
periodicals and sound recordings; however, there is no limitation on the subject
matter of qualifying books, periodicals, and recordings. Thus, novels, plays,
poetry, textbooks, technical publications, encyclopedias and reference works.
·abstracts, etc. are all subject to partial or entire reproduction under thie same
standards."

Section 108(d) does refer to the reproduction and distribution of "no more
than one copy or phonorecord" of a work. However, paragraph (f) inakes it clear
that this does not preclude multiple reproduction of the same work except where
the library "is aware or has substantial reason to believe" that it is engaging in
,"related" or "concerted" activity. Experience in various areas of law has amply
demonstrated the difficulty of imputing knowledge as a basis of liability. 3More-
over, in many cases there may be no reason for libraries to suspect concerted
activity, particularly since they have no duty of inquiry. To a great extent
paragraph (f) is an asknowledgment that Section 108 condones on-demand
publishing of works by persons other than the copyright proprietor.

(vi) In a number of respects, Section 108 is poorly drafted in such manner
as to create the potential for unfortunate interpretation or application. For
example: The ability of a library to engage in unauthorized reproduction is
consistently referred to as a "right of reproduction and distribtuion" [§ 108(b)
(c) & (d) (1)]. This will invite the courts to resolve issues regarding library
photocopying by the traditional judicial practice of "balancing competing rights"
(herein, "'rights" of proprietors and libraries) ; on the contrary we believe that

such issues should be resolved by strict construction of limitations on the rights
of copyright otwners.

§ 108(a) (1) requires that the library's "reproduction or distribution" be
without purpose of commercial advantage. Where distribution as well as repro.
duction are involved, such as under the "user-request" exemption or inter-
library application of the archival reproduction exemptions, both reproduction
and distribution should be without such purpose.

10 Nor do we believe the sec. 108(d)(2) condition that the "copy become the property
of the user" to bar such uses.

"As indicated earlier, v. e do not believe the reference to the "private study, scholarship
or research" purpose of tta user to be an effective limitation on users. For similar reasons
we do not believe it offers any meaningful restriction on the nature or subject matter of
reproducible works.
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§ 108(a), preceding sub-paragraphs (1) and (2), uses the phrase 'and if."
The "and" is, at the least. superfluous; and more significantly, it may create
doubt as to the cumulative nature of Section 108.

The foregoing are merely intended as examples of poor draftsmanship having
potential substantive effect on the principles embodied in the Section. As noted
earlier, we urge that such principles themselves be subjected to examination
and evaluation.

IV. COSCLUSION

Title II of the Senate Revision Bill would establish a "National Commission
on New Technological Uses of Copyrighted Works." One of t' , stated purposes
of the Commission is to "study and compile data on (1) the reproduction and
use of copyrighted works . .. by various forms of machine reproduction . ."
It is surprising that provisions for library copying which will seriously imnpair
proprietary rights would be considered without the proper investigation which
the Senate itself called for in appending title II to the Revision Bill.

Senator 'ICCLIELLANX. Very well.
Call the next witness.
M[r. BREN,-.AN. The Association of American University Presses. You

have been allocated 5 minutes.
Senator MIcCIL LLA N-. All rigllt.
Mr. BREN-NAX. Would you identify yourself, 'Mr. Rosenthal?

STATEMENT OF ARTHUR J. ROSENTHAL, CHAIRMAN, COMMITTEE
ON COPYRIGHT, ASSOCIATION OF AMIERICAN UNIVERSITY
PRESSES, INC.; ACCOMPANIED BY JOHN B. PUTNAM, EXECUTIVE
DIRECTOR, ASSOCIATION OF AMERICAN UNIVERSITY PRESSES,
INC.

MIr. ROSENTHIAL. I am. Arthur J. Rosenthal, director of the Harvard
University Press. I represent the Association of Ameri 'an University
Presses in my capacity as chairman of that organization's Committee
on Copyright. I do not speak for Harvard University.

With me on my right is 'Mr. Sanford C. Thatcher, social science
editor of Princeton University Press, a member of our Copyright Com-
mittee and on my left, 3'r. John B. Putnam. Mr. Putnam is executive
director of the association.

The 6-1 university presses of the country are, I believe, in a fortunate
position in helping to assess ;where the public interest lies in the prob-
lem you are studying this morning. te live in the world of the librar-
ian. In Calnmbridge, my press, for example, is surrounded by no less than
S9 Harvard libraries.

Our day-to-day work is almost exclusively with scholars and edu-
cators; yet, the necessity to protect each scholarly book and joulrnal we
publish is as real for us as it is for the most commercial of commercial
publishers.

I hope that this special perspective will cause our testimony to be
without any note of special pleading and will be regarded as coopera-
tive and flexible by our library and educational colleagues.

In a very real sense, the university press bears a primary responsi-
bility for dissemination of scholarship in this country; although their
dollar volume is low, our members publish nearly half of the nonfiction
books addressed to a scholarly audience that are issued each year.

12 S. 644, title II, sec. 201(b) (1) (B).
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If the orderly reporting of such research is to continue, the medium
through which it occurs must be protected, and the author's claim to
the copyright of his own work must be safeguarded. Toward this end,
our suggested rewording of section 107 is an attempt at precision in
the critical area of fair use. We believe that the present vagueness of
this section could be construed as an invitation to unlimited photo-
copying of copyrighted material and that our suggested rewording
gives added structure to the meaning of this section.

Senator tMcCOrLLAN. Do you have any proposed language
Mr. ROSENTHAL. I do. I have been skipping fairly rapidly, MIr.

Chairman.
Senator IMCCLELLAN. IS it in your prepared statement?
Mr. ROSENTHAL. It is.
Mr. Thatcher will continue our testimony.
Mr. TiiATCIIER. Mlr. Chairman, in our prepared statement we have

referred in a general way to the threat to nonprofit publishing we
perceive in passage of a bill amended in other nways than we propose,
but in these supplementary remarks, I should like to direct particular
attention to the plight of the one form of such publishing that is apt to
be most endangered by the photocopying privileges sought by edu-
eators and librarians-the publication of scholarly journals, in which
university presses happen to be heavily engaged (collectively publish-
ing 280 journals).

There is no single medium more responsible for the advancement of
knowledge and the dissemination of information than the scholarly
journal. Its contribution is perhaps most conspicuous in the natural
sciences where the rate of progress and the collaborative nature of the
enterprise make the production of books by individual authors the ex-
.eptional, rather than the normal, fcrxn of publication. But its prom-

inence in the natural sciences should not obscure the vital role the
scholarly journal plays also in the humanities and social sciences.
There, too, although it is more often the outstanding book that estab-
lishes a scholar's reputation than a series of articles, most such books
could never have been written but for the essential groundwork that
had been laid previously by dozens of articles on aspects of the topic
treated. Take a look at the bibliography of practically any university
press book, and you will immediately realize the truth of this assertion.
The truly original wvork of scholarship, like the revolutionary dis-
covcry in science, is a rare phenomenon.

Yet for all their universally recognized v.alue to the advancement
of scholarship-indeed, their indispensabl: contribution-sehlolarly
journals seldom pay tlheir own way through income received from
subscriptions and advertising, at least for a very long time after pub-
lication is initiated and sometimes never. A case in point ic World
Politics, a leading journal in the field of international relations that
my press publishes at Princeton: it began to break even only after 9
years of publication at a loss. The situation is such that nmnny 'journals
have to be subsidized or supported in other ways by professional asso-
ciations or research institutions. whose own funds for publication are
usuallv quite limited. Outside help from other sources is difficult to
find. Foundations and Government agencies, which have over the
years been very generous in providing funds for the scholar's research
activities, have traditionally shied aw ay fiom extending that support
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to its logical conclusion by assisting the journals that publish the re-
sults of his research.

It is no solution to sell the journal at a price that will insure its eco-
nomic viability, however high the price may have to le. For, unlike a
book, which as a more or less unified treatment of a sinll'e subject can
be sold wven at a high price to those individuals who have a special
professional interest in it, a journal typically provides a general forum
for the discussion of a range of diverse issues within a broad field of
inquiry, not all of which are likely to be of interest to the scho lar who
subscribes to it; hence, raising the price of the subscription is apt to
make the alternative of photocopying those articles of particular inter-
est to the professional relatively more attractive than continuing his
subscription.

And here is the rub, as far as publishers of specialized journals are
concerned. For as the cost of printing and publishing inexorably rise,
and the charges for photo reproduction increasingly become cheaper.
the journal publisher finds himself unable to pass on the higller costs
to the consumer, who at some point on the scale will prefer photocopy-
ing to subscribing. The final result, if carried to its logical end, of
course is self-defeating: the erosion of the journal's subscription list
will sooner or later compel the publiblier to cease publication of the
journal altogether-and then the scholar will have nothing to copy.
The publisher, the scholar, and the rest of us will all be poorer as a
result.

It is this unhappy situation which I believe passage of S. 1361 with
sections 107 and 108, unamended-or as amended in the ways educators
and librarians desire-would bring even closer to reality than it al-
ready is because it would provide legal sanction for activities directly
detrimental to the continued viability of scholarly journal publishing,
activities which are now limited partly, I am sure, by the uncertainty
which exists about their legal status. Allowing uncompensated use
of copyrighted materials, as envisaged explicitly in the library amend-
ment and the educational exemption, would ultimately dry ul; the very
wellsprings of creative and productive scholarship wthivl it is the
concern of educators and librarians themselves to proumote. They can-
not have it both ways: eating their cake and having it, too.

What needs to be done, I want to suggest, is to find some practical
means of implementing the principle that fairness most clearly dic-
tates: that the user of copyrighted material, when the use involves
more than fair use as traditionally understoodi, should bear some of
the cost of its production. Photocopr ing is here to stay, and nothing
that educators, librarians, or publishers decide is going to change that
fact. Realistically, then, our efforts should be concentrated on devising
workable mechanisms for linking up photocopying in support of origi-
nal publication, rather than permitting it to remain a free rider, a par-
asitical form of publishing.

To explore alternative mechanisms, to see how the costs of producing
and disseminating knowledge can be most equitably distributed among
the parties concerned, users as well as producers, would be a fit task
for the proposed National Commission to carry out, for only it will be
in the position of judging impartially on the basis of information
independently gathered what is in the best interest of the Nation as a
whole.

20-344--73-10
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In the meantime, it would seem best to proceed with caution, safe.
guarding rights that have longr been recognized as vital to the creation
and distribution of knowledge atnd not giving in to immediate pressures
however forcefully applied. We of the AA.TUP believe that our pro-
posed anlendmlents to sections 104 and 108 would insure the smaxnimum
protection to these rights while providing the incentive needed to
promote serious investigation of schemes for licensing the reproduc-
tion of copyrighted materials-incentive hitherto lacking because of
the expectation that somnething-nanmely, free photocopying-can be
gotten for nothing. It is a position we hope you will support. Thank
you.

Senator M£CCLELr.NT.-. Very well. Thank you.
Thank you very much, gentlemen.
Now, we are going to recess until 1 :30, and we urge those of you who

are scheduled to testify this afternoon to be present so we vill not
hla.ve to wait on anyone.

[Whereupon, at 12°:2 p.m., the committee recessed to reconvene
the same day ,t 1 :30 p.m.]

[The prepared statement of Arthur J. Rosenthal follows:]

STATEMENT OF ARTII;R J.. ROSENTIIAL, ON BEItHALF OF TIIE ASSOCIATION OF

AMERICAN UNIVERSITY PRESSES, INC., ON S. 1361

I am Arthur .T. Rosenthal. Director of Harvard University Press, a department
of Harvard University engaged in not-for-profit publi.-hing of scholarly books and
journa!s. I represent the Association of American University Presses, Inc., in
my capacity as Chairman of that organization's Committee on Copyright. With
me are Mr. Sanford Thatcher, Social Science Editor of Princeton University
Press and a member of AAUP's Copyright Committee. and IMr. John B. Putnam,
Executive Director of the Association of American University Presses, Inc.

AAUP is a not-for-profit educational corporation operating in the interests
of its membership, comprising 64 scholarly university publishers which are
either departments of their respective parent institutions or wholly owned cor-
porations thereof. All are engaged in the not-for-profit publication of works of
scholarly distinction. Although AAUP's members together constitute something
less than 5%o of the dollar volume of books published in the United States, the
titles they publish constitute a substantial portion-nearly half-of the serious
non-fiction titles plublished for scholarly readers. This disproportionate balance
of income to number of titles published is a measure of the commitment of the
university Presses of this country to the dissemination of valuable but econom-
ically unprofitable scholar!y books.

We appreciate this opportunity to present our views on certain specific as-
pects of S. 1361 and proposed amendments thereto, particularly since the univer-
sity press community has not previously participated in the hearings relating to
this important piece of legislation. Allow me, therefore, to state our position in
brief:

1. We propose a substitute for section 107. as set forth in Exhibit A.
2. We oppose the proposed library amendment to section 108(d) (1).
3. We oppose the proposed "educational exemption" which will be discussed at

a later session of these hearings.
4. We wish to associate ourselves. with certain reservations, with the position

of the Association of American Publishers in respect of Section 108.
5. We support enactment of S. 1361, with sections 107 and 108 amended as

indicated elsewhere in this testimony.
The univerrsity press in the United States has traditionally occupied a unique

position between the worlds of commerce and scholarship. In fulfilling their
responsibility to publish books by and for scholars that would not otherwise be
published by reason of their limited marketability, the university presses of this
country find themselves actively engaged in the world of business, buying goods
and services, selling books and rights thereto, and otherwise fulfilling all the
functions of a profit-oriented business, while at the same time maintaining a
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paramount interest in tile editorial and schol:lrly integrity of their respective
institutional imprints, and, hence, reputations.

It is this unique perspective that allows-or obliges-the university press to
view the issue oL copyright in general and of library photocolpying in particular
from the viewpoints of both edlucator and entrepreneur. The university pross ha-s
always existed to insure tile sysemnatic and orderly transfer of important
scholarly information to ali aplpropriate readership, and to act as a faithful
steward of its authors' rights and intere.ts in doing so. The scholar is, after all,
not only the reader-consumer, but the author-creator as well. IIad lie the time
and resources, lie would un(lertake to transfer his intellectual offerings directly
to those who want and need them; since ire usually has neither, tile publisher-
in the case of unprofirable scholarship, the university press-has plrovided the
vital link between Iroducer and user. If tile orderly reporting of scholarly re-
search and thought is to continue, the medium throu;h which it occurs must be
safeguarded. A vital component of that medium is the traditional privilege and
respol)sibility of registering and protecting an author's claim to copyright in the
writings wvlich represent his intellectual achievemert, and of exercising and
imanaging all bubsidiary rights delpelling on that copyright in accordance with
contractual conditions ag'reed upon by author and publisller. This comnlponent-
the responsibility of stewardshil--is gravely threatened by the present vague-
ness of section 107, which is in effect. an invitation to undlertake unlimited Iphoto-
copying of copyrighted materials with imlpunity. Accordingly, we therefore re-
spectfully submit, that section 107 be amended as set forth in Exhibit A appended
to this testimony, in order to set more specific guidelines for the pl)htocopying
of materials in copyright.

It is not, aind never has been, the position of the university presses that photo-
col)yinlg for library use is to be prohibited. Intleed, to the contrary, scholarly
piublishers have long recognized the value, in cerfain specific circumstances, of
the photocopy as a means of assuring further distribution of their works amongst
their readerships. Scholarly presses are sympathetic to the growing need for
library materials and the shrinking resources with which libraries must seek to
satisfy this need. At the same tine, it is manifest that the increasingly prevalent
practice of systematic library photocopying, in which works are reproduced in
their entirety for distribution to multiple users, poses a grave threat both to the
integrity of the copyright in tire works copied, and to the proprietors-in this
case university publishers-who have invested considerable financial and human
resources in their production and publication. The present draft of 108 contains
the minimum conditions necessary to assure reasonable protection of authors'and
publishers with regard to copyright; even these rr inima place strong emphasis
on the intent of the library and educational communities to observe them in
good faith. Indeed, to invoke the necessary means to assure compliance--par-
ticularly in regard to such provisions as 10S(d) (1)-would be economically and
practically unfeasible. Moreover. these conditions are entirely dependent on the
amendment of section 107 I have suggested elsewhere in this testimony, which
would give more structure to the circumstances lnder which limited photo-
copying of copyrighted materials might be undertaken. Failing such an aniendl-
ment of 107, AAUP would be forced to argue strongly for rev;sion of section 108
to allow photocopying of archival materials only.

In a field of endeavor where little if any financial rewa.. accrues to the crea-
tor, every effort must be made to assure at least that he retains control over
the format and content of his creation. Without copyrig'lt, this is impossible,
and without adequate protection, there is no copyright. Ot.: purpose as stewar(d
of scholarship is to protect the environment in which :.athorship happens, for
without the author, there is nothing to publish, and wher nothing is published.
there is nothing to read, and when there is nothing to read, the intellectual
environment stagnates and ultimately dies.

With regard to the proposed educational exemption, let me once more invoke
the dual perspective of the university press, in noting that the long-range in-
terests of scholarship are assuredly ill-served by this proposed amendment. Its
provisions are indeed so imprecise and subject to manipulation as to render
virtually all copyright material void of any protection against unlimited photo-
copying.

In the event that S. 1361 cannot be enacted with the changes we have pro-
posed, we would favor the refefrai of the entire question of library photo-
copying to the National Commaisilon on New Technological Use of Copyrighted
Works proposed in Title IL
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[EXHIBIT Al

SUBSTITUTE SECTION 107 TO S. 1361 PROPOSED BY THE AssocIATION OF AMERICAN
UNIVERsITY PRESSES, INC. JULY 31, 1973

Notwithstandin; the provisions of section 106, the fair use of a copyrighlted
work, including sach use by reproduction in copies of phono-records or by any
other means specified by that section, for purposes such as criticism, comment,
news reporting, display or lecture in teaching, scholarship, or research, is not
an infringement of copyright. Fair use does not include the reproduction of a
copyrighted work for its own sake, as in an anthology or book of readings, or
as a self-contained unit such as an appendix to another work, or as a substantial
part of the text of another work. In determining whether the use of a work
in any particular case is a fair use the principal factors to be considered shall
be the market value of the use of the copyrighted work and the effect of the
use upon the potential market of the work. Factors in making this determination
shall include:

(1) the purpose and character of the use;
(2) the nature of the copyrighted work: and
(3) the amount and substantiality of the portion used in relation to the crpIy-

righted work as a whole.

AFrERNOON SESSION

Senator MIcCLELLAN'. The committee will come to order.
Mr. BRENNAN. The Association of American Publishers, Inc., has

been allocated 3 minutes, Mr. Chairman.

STATEMENT OF W. BRADFORD WILEY, CHAIRMAN OF THE COPY-
RIGHT COMMITTEE, APPEARING ON BEHALF OF THE AMERICAN
ASSOCIATION OF PUBLISHERS, INC.; ACCOIMPANInD BY ROSS
SACKETT, CHAIRMAN, ASSOCIATION OF AMERICAN PUBLISHERS,
INC.; AND CHARLES H. LIEB, COPYRIGHT COUNSEL

Mr. WnumY. Mr. Chairman, I am Bradford Wiley, chairman and
chief executive officer of John Wiley and Sons, Inc., New York, pub-
lishers of textbooks, reference books. and encyclopedias, journals and
audio-visual materials. In behalf of the Association of American Pub-
lishers, Inc., I have submitted a full statement from which this oral
presentation is abstracted. With me are, on my right, Ross Sackett,
chairman of the association, and, on my left, Charles H. Lieb, our
copyright counsel.

Our position on library photocopying was stated in our December 5,
1972, letter to Mr. Brennan in response to his request. Our position, in
brief, is:

1. We support section 107.
2. 1rWe support section 108, but only with drafting changes.
3. We oppose a substitute for section 108 (d) (1).
4. We oppose the overlapping "limited educational exemption" of-

fered by the NEA Ad Hoc Committee.
5. We support the enactment of S. 1361 in its present form except

for drafting changes which we have suggested.
AAP does not dispute the need for libraries in given instances to

make photocopies of journal articles and some book reference materials.
I wish to emphasize, however, accepting as we do section 107 as a

codification of tho principles of fair use, we have offered in the past
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and continue to offer to collaborate with the library associations to
establish clarifying guidelines.

As to copying that would go beyond fair use and would not be per-
mitted by the library copying provisions of section 108 as presently
drafted, we have offered before and continue to offer cooperation with
the library associations to establish workable clearance procedures.

There is no need, therefore, for the library amendment and we op-
pose its adoption.

Section 108. with the drafting changes which we have suggested
goes as far toward compromse in statutory form as publishers can go.
The section, from our point of view, is troublesome. With the library
amendment, it would become intolerable.

Thank you for the opportunity to appear before you.
Senator MCCLELLAN . Thank you very much.
[The prepared statement of iW. Bradford Wiley follows:]

PREPARED STATEMENT ON S. 1361. IN BEHALF OF THE ASSOCIATION OF AmIERICAN
PUBLISHERS, INC.

I am W. Bradford Wiley, Chairman and Chief Executive of John Wiley & Sons,
Inc., publishers. I appear in behalf of the Association of American Publishers, Inc.
of which I was formerly Chairman and am now Chairman of its Copyright
Committee. With me are Ross Sackett, President of Encyclopedia Britannica Edlu-
cational Corporation, and present Chairman of AAP; Richard P. Sernett, Sec-
retary and Chief Legal Officer of S ,ott, Foresman and Company, Vice Chairman
of the AAP Copyright Committee; and Charles H. Lieb of the New York Bar,
Copyright Counsel to AAP.

AAP is a trade association of book publishers in the United States. Its 260
member companies and subsidiaries are believed to produce 80% or more of the
dollar volume of books published in the United States. Some of its members publish
scientific and technical journals. Although most of its members are in the private
sector, some are religious and educational not-for-profit organizations.

We are grateful for permission to testify at what we understand are limited
hearings confined to specific issues, one of which, library photocopying, is the
subject of the present discussion.

AAP'S POSITION

We stated our position on library -photocopying in response to the Subcom-
mittee's request in our letter of December 5, 1972 to MIr. Thomas C. Brennan,
your Chief Counsel, a copy of which marked "Exhibit A" is attached. The
library "substitute amendment" to which we referred in that letter is, we beileve,
the amendment to S. 1361 which the Association of Research Libraries and the
American Library Association are presently supporting. The drafting changes
to Section 108 of S. 1361 (then S. 644) which we suggested in that letter are
those outlined in "Exhibit B" attached hereto.

Our position, in brief, is as follows:
(1) We support Section 107 as a helpful statement of the principles of fair

use.
(2) Althoug)h in some respects harmful to the interests of copyright proprie-

tors, we support Section 108 but only with drafting changes as outlined in
Exhibit B.

(3) We oppose the substitute for Section 108(d) (1) requested by the library
associations.

(4) We oppose the overlapping "limited educational exemption" amendment
offered by the National Education Association Ad Hoc Committee on Copyright
Law Revision which is to be discussed at a later session in these hearings.

(5) We support enactment of S. 1361 in its present form except for the drafting
changes to Section 108 referred to above.

The membership of AAP, profit and not-for-profit alike. have a vital interest
in protecting their publishing investments against unauthorized library photo-
copying or periodical articles and contributions to collective works. George D.
Cary, then Register of Copyrights, succinctly stated the basis for our objection
in a recent address. He said
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"unlimited copying * * * could well so diminish sales that the journal publisqher
would have to suspend publication., or increase the cost of the journal in order
to make up for the lo:s in subscriptions 'caused by the excessive copying."
(A.S.I.S. Proceedings, Vol. 9, 1972, at 171.)

AAP does not dispute the need for libraries in given instances to make
single photocopies of journal articles. It does dispute that the amendment offered
hly the library associations provides the proper method.

AAP'S OFFER TO ESTABISII FAIR USC GUIDELINES

Much of what libraries copy they have the right to copy within the principles
of fair use. which would be codified by Section 107. Concededly the line that
marks the differelce between 1air and unfair u.-e in a given case may be difficult
to draw. Because we understand the predicamen' in which this places the
librarian lie have offered to cooperate with the libr.ary associations in establlsh-
ing quantitative and qualitative guidelines which would eliminate much of the
Ipresent uncertainty. So far, however, the library associations have not chosen to
.:ccept our offer.

(,;JARANTEED ACCESS TO THIE USER

MIuch also of what libraries copy, clearly not fair use, would be permitted to
copy under subsection (b), (c) and (d) of Section 108, both as presently drafted
and as amended as suggested in our Exhibit B. These subsections would permit
single copying not only for archival purposes but also for the requesting user
if he cannot obtain the published work from the publisher or dealer or a reprint
or photocopying from an authorized reproducing source. Thus, user access would
be guaranteed to any work, whether in or out of print.

AAP'S OFFER TO ESTABLISII CLEARAN.CE PROCEDURES

We share the view that we understand was stated in the Committee's draft
of Report to accompany -S. 543 (wl.ich was not issued) that the interest of the
library community in satisfying existing r. ., of scholarship and research is
adequately provided for in Sections 107 a.nd 108 and that further innovations in
reprography policy should await either agreement among the parties or the
studies of the National Commission to be appointed under Title II. For our
part, we, with the Authors League, members of the Association of American
University Presses. several learned societies which publish journals, and the
American Business Press. have offered to cooperate with library and other inter-
ests to establish workable voluntary arrangements to clear the photocopying of
material that would exceed the limits imposed by Section 108 (ef Exhibit A).

The library associations (other than the Special Libraries Association which
has recently announced its willingness to work out arrangements to assure access
to library resource on reasonable terms) have rejected our proposal, and offer
instead a substitute subsection 108(d) (1) which would permit not only the kinds
of copying contemplated l,y Section 108 as presently drafted but also the copy-
ing of an entire article in a periodical issue or of an entire contribution to a
collective work.

We think this kind of broad-axe indiscriminate treatment of the difficult
photocopying issue is a poor substitute for mutually acceptable voluntary arrange-
ments; that it would be ill-advised and counter-productive and. as hIr. Cary
noted, could lead to the ultimate disappearance of the very periodicals and col-
lective works which the libraries want to copy.

AAP'S OBJECTIONS TO TIlE LIBRARY ANMENDMENT

We oppose the amendment offered by the library associations. Totally over-
looked in their approach are basic differences and distinctions that exist between
the kinds of material copied and their varying markets. the kinds of institutionq
which do the copying and the manner in which they distribute it. Below are a
few examples of the distinctions which we have in mind.

(1) The library amendment would ignore the nature and purpose of the work,
and would treat in the same manner a work prepared primarily for scientific or
educational purposes and an article in a news magazine of current interest only.

(2) It would ignore the cost and effort-invoived in the creation of the work
and the size of its anticipated market and readership.

(3) It would ignore the nature of the library that does the copying, treating
in the same manner a small general purpose library with local patronage and a
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central research library serving a broad geographical area, possibly even crossing
national boundaries to form part of a worldwide network.

(4) It draws no distinction between the sporadic over-the-desk delivery of a
conventional photocopy and the systematic facsimile transmission of the work
by telephone line, cable or over the air.

(5) It takes no account of whether copies of the ;uork are available to the
library or the user from the publisher or his authorized reproducing service,
and makes no distinction between current and older issues.

NO "NORMAL" FAIR USE

Basically the vice in the library amendment is that it draws no distinction
between the kinds of single copying which can be justified under the principles
of fair use as stated in Section 107 and the kinds which cannot be so justified.
We understand.that the draft of the Committee Report which was under con-
sideration in 1969 would have overlooked this distinction and incorrectly, in
our opinion, stated that "the making of a. single copy of an article or periodical
* * * would normally be regarded as fair use." There is no "normal" article.
nor "normal" kind of copying or use, and there cannot therefore be an accurate
generalization as to wvhat normally isould be fair use without at the same time
taking into account the nature of the work and its use and the other criteria
summarized in Section 107.

Periodical articles and contributions to collective works cannot be treated
generically. The library copying of an article translated from the Chinese at a
cost of thousands of dollars and with readership limited to a few cannot be
fitted into the same pattern as the library copying of an article in a news
magazine. Similarly, the systematic distribution of copies through a national
or international library network should not be treated in the same manner as
the occasional delivery of a copy to a local patron.

SUMMrARY ASND CONCLUSION

We recognize the need for workable clearance procedures. By their very nature,
however, they should be established by mutual agreement, not unilaterally or by
statutory fiat. We have offered before and offer again to cooperate with the library
associations in working out the necessary arrangements. We hope, in any event,
to pursue this path with the Special Libraries Association and with any other
group which may wish to participate.

Section 108 with the drafting changes suggested by us goes as far toward com-
promise in statutory form as publishers can go. The section, from our point of
view, is troublesome. With the library amendment it would become intolerable.
We urge therefore

(1) that the library substitute amendment be rejected;
(2) that Section 107 and Section 108 with our suggested changes be approved;
(3) and that as presently provided in the bill, the remaining open questions

relating to library photocopying be left for study by the National Commission.
Thank you for the opportunity to appear before your subcommittee.

ASSOCIATION OF AMERICAN PUBLISHERS, INC.,
New York-, N.Y., December 5, 1979.

'Mr. THOMAS C. BRENNAN, Esq.,
Chief Counsel, Committee on Patents, Tradenucrks, and Copyright, Committee

on the Judiciary, U.S. Senate, Washington, D.C.
'DEAR MR. BRENNAN: This is in response to your letter of September 19, 1972, in

which you invited the views of the Asso, iation of American Publishers, Inc., on
the library photocopying Issue.

As we understand it, Section 108 was added to S. 644 by the subcommittee in an
effort "to supplement the general fair use provisions contained In Section 107."'
This was presumably done in response to library demands for a reproduction
privilege including the right to copy an entire journal article on request by a
patron.

Section 108 Is harmful in some respects to the interests of publishers and their
authors. In some respects, too, the section has technicld flaws. Nevertheless. if
the section were acceptable without substantive change to all of the other in-

I Your letter of Sentember 19 1972.
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terested parties, AAP, with appropriate technical clarification, would support it
also. We understand, however, that Section 108 in its present form is not accept-
able either to the American Library Association or the Association of Research
Libraries.

EXHIBIT A

In an effort to reach a fair and reasonable solution, representatives of AAP and
the Authors League initiated a series of meetings, to which you referred in your
letter. Those attending, in addition to the Authors League and AAP, included
representatives of ALA, ARL, the Association of American University Presses,
Inc., American Business Press, Inc., of learned societies which publish mary
scientific and technical journals, and of industry-connected research libraries and
information centers.

At the request of the library interests, the group confined its attention to
library photocopying of scientific and technical journal articles. In September,
1972, acting upon a proposal by one of the library representatives, a consensus
was reached that libraries should have the light to reproduce single copies of
articles in such journals but only if copies are not available within a reasonable
time and at a reasonable price from the publisher or his authorized reproducing
service.

An amendment to the effect was thereupon drafted by the lawyers in the group
representing ALA, AAP and the Authors League. Before any of the other groups
could take formal action, however, ALA and ARL flatly rejected the draft amend-
ment without identifying in what respects the draft was not acceptable, without
offering any changes for terms they might have found objectionable, and without
offering any alternative solutions.

We understand that ALA and ARL are unilaterally proposing a "substitute
amendment," 2 which we oppose as totally unsatisfactory. We sincerely regret
that AIA and ARL apparently have abandoned efforts to achieve a consensus
with other interested parties on the library photocopying issue and, instead,
have chosen to pursue an adversary position before Congress.

Under these circumstances we respectfully suggest when the Copyright Revi-
sion Bill is reintroduced in the 93rd Congress.

A. that apart from technical drafting changes, Section 108 in S. 644 remain
unchanged or, in the alternative,

B. that Section 108 in S. 644 be deleted and Section 108 of H.R. 2512 be in-
serted in its place, and that Section 117 of S. 644 be revised by appropriate amend-
ment so that the remaining library photocopying issues be left for solution by
the courts and the proposed National Commission on New Technological Uses of
Copyrighted Works.

Section 107 of S. 644, as we understand it, is intended to state without change
the principles of fair use as they exist today and, if that understanding of the
legislative intent is correct, we support the section.

As always, we support your efforts to bring about the prompt enactment of a
sound copyright revision bill.

Sincerely,
CHARLES H. LIEB,

Copyright Counsel, Association of American Publishers, Inc.

AN NEX TO STATEMENT OF AAP ON LIBp.ARY PIIOTOCOPYINO, S. 1361

STGGESTED OHANOES TO SECTION 108

Section 108 (a) -Line 7-eliminate "and."
Section 108 (b), (c), (d), (e) (3), (f)-
The phrase "the right" or "the rights" of reproduction and duplication is

improperly used in these subsections. The Section should not refer to "rights."
Rather, as indicated in the title of Section 108, and of Section 107 as well, the
permitted copying and distribution are "limitations" on the exclusive rights of
the owner of the copyright. These subsections therefore should state that the
kinds of reproduction and distribution referred to therein "are not infringements
of copyright" and the reference to "rights" should be eliminated.

Section 108 (c), (d)-

ARL Newsletter, No. 58, November 14, 1972.
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The "availability" portions of 108 (c) am:. (d) should be amended to read
"* * * that an unused copy cannot be obtained at a reasonable price from

commonly know trade sources in the United States or the publisher or ther
copyright owner or an authorized reproducing service."

Section 108(e) (3)-Lines 16 and 17-should be changed to read
"* * * assumed at any time by the library or archives with respect to any

copy or phonorecord of a work in its collections."
A new subdivision should be added, possibly as subdivision (3) of Section

108(a) to require that the appropriate copyright notice be included in any copy
or phonorecord made in Section 108.

Section 108 and perhaps Section 107 as well should specifically state that the
reproduction of coiAes of consumable works such as work book exercises, prob-
lems, or standardized tests and answer sheets and of works used for purpose of
compilation are not permitted fair uses.

Senator MCCLELLAN. Call the next witness.
Mr. BRENNAN. The American Business Press Association.

STATEMENT OF ROBERT A. SALTZSTEIN, GENERAL COUNSEL, ON
BEHALF OF THE AMERICAN BUSINESS PRESS, INC.

Mr. SALTZSTEIN. Mr. Chairman, my name is Robert Saltzstein. I
am general counsel of American Business Press.

We have submitted a statement for the record, and I would like to
enter that into the record.

I suppose one of the advantages of coming toward the end of a
very interesting discussion is perhaps we can help come to a solution,
which is going to be the purpose of my presentation.

Senator McCLELLAN. Very well. Your statement will be printed in
full in the record. If you wish to highlight it, you may do so, or sup-
plement it in any way you like.

Mr. SALTZSTEIN. Thank you, Mr. Chairman.
Basically American Business Press is composed of approximately

500 specialized business publications, many of whom are scientific
and technical publications. Whatever the American Chemical Society
and the American Association for University Presses said we would
have to endorse fully because if copyrights are vital to their viability,
they are extremely vital to the viability of the taxpaying organizations
which make up the American Business Press. Now maitched with our
concern for proprietary rights, which is basically the right of copy-
right, which has really caused the business press, the scientific busi-
ness press in this country to grow, is our concern for the dissemination
of information.

We can't stop the inexorable onrush of photocopying, but we are
obligated to do what we can to cut down its invasion on our ability,
if you please, to keep on disseminating this information.

Now we think that the statute before you, the bill before you. has
the seeds of an effective compromise in it. Section 107, we think is a
fine proviso and should stay in the law. It is a statutory rendition of
the fair use concept. Section 108, we have reservations about. If that
could be referred to the committee or the commission set up under
title 2, perhaps some of the electronic marvels of the age as were very
ably postulated this morning, could be fully explored. But in the
meantime, 'that part of the bill, section 5n4.() (2) which preserves
and safeguards librarians from suit, is a protection providing all
that is necessary. It appears on page 55 and in our opini,., is all that
is needed pending the study which title 2 provides for.
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We hope that will be the solution. We necessarily oppose the library
amendment, and we hope that our proposal will be of assistance to
the committee in its determination.

Thank you, Mr. Chairman.
Senator MICCI EIiTAs. It is a very difficult thing involved here. I am

trying to understand and sympathi'ze with the viewpoints of all of you
with respect to your point that, if you don't have customers, of course,
you can't produce.

AMr. SALTZSTEIN. That is our problem.
Senator [MCCLELLAN. That is your problem, but at the same time,

people go to their libraries to get service. If they go to the library
and they Aant to make a copy of a page, if it costs 10 cents or 5 cents
or whatever, well, I just don't see how this is going to work. I don't
see the economics in it. I don't see how your clients or the authors will
really gain anything ultimately.

Mr. S.ALTZSTEIN. Mr. Chairman, I think one of the problems is, as
it's been explained to me, that our publishers hire editorial staffs and
tlley do original research, the ferret out this information, and they
disseminate it. Now, if it is going to be at the mercy of a photocopy-
ing machine ill a library-and granted, there are all kinds of hedges
in this-but where does it stop FMaybe we just won't be able to pub-
lisll any more.

Senator AMCCIELrAN. VWe have to try to find some middle ground
so the publishers and authors will be protected, that is to say, will
be able to get a return adequate to carry on the work before us and
also so that the material gets further disseminated, gets further dis-
tributed. So you have to make some concessions.

Mr. SALTZSTEIN. I understand.
Senator MCCLELLAN. Has to make some concessions to the reader

too.
Mr. SALTZSrEIN. rell, I think Williams & Wilkins has made a

very, very careful contribution in bringing this action. They are not
members of our association, but we certainly commend what they have
done in bringing this to the fore. Now, perhaps out of it will come a
copyright tribunal payment system.

Senator MCCLELLAN%. I will commend them, too, if we can find an
answer to this.

Mr. SALTZSmTFIN. WT0C!, we hope the Commission can find it.
Senator MCCLELLAx. Thank you.
[The statement of Robert A. Saltzstein in full follows:]

STATEMENT OF ROBERT A. SALTZSTEIN, GENERAL COUNSEL, AMERICAN BUSINESS
PRESS

Mr. Chairman, members of the Committee: The American Business Press is
made up of leading American and international technical, professional, trade
and financial publications disseminated to special industries. There are approxi-
mately 500 member publications in the association, all published by tax-paying
companies.

Typical of publications which belorg to the association, are Oil and Gas
Journal-Tulsa; Pulp and Paper-San Franscisco; Progressive Architecture-
Stamford; Feedstuffs-Minneapolis; Construction News-Little Rock; Machine
Design--Cleveland; Electronic EngineeA;ng-Philadelphia; Aviation Week-New
York; and Professional Builder-- Chlcau.

The average circulation of ABP meMLbers is approximately 50,000 copies per
issue. They have these characteristics in common:
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(1) They are circulated to a higLly specialized rea lership which relies on
their content for news, research, and other articles of a professional, scientific,
and industrial nature concerning the industry or science in wL:ch the reader of
the publication is engaged.

(2) They require and contain original editorial research, specifically edited
for this highly specialized, relatively small circulation universe.

The editorial content ferreted out, researched, and then published in these
journals has been protected by the existing copyright law. Fail use, as it has
developed in the courts, has enabled a publisher, at the very outset of a new indus-
try, to make an investment in a publication edited for that indtstry, with the
knowledge that for the investment made he would have relative security as to

,the circulation of that publication, with redress if there was subsequent copy-
ri, it infringement. The growth of many industries would have been slower had
technical and trade journals not been able to maintain their circulations secure
against copyright piracy. We welcome the inclusion of Section 107 IL. the legisla-
tion before you.

A publisher frequently carries his publication at a loss for years before a
profit is earned. By way of example: In the noise-pollution field, a small publi-
cation published in Cleveland, Sound and Vibration, was started in 1966 and
turned the financial corner only in 1972. If its material had been subject to
publication without effective copyright protection, its continuing contribution
to noise-pollution control might well have been choked off, if the publication
failed.

Admittedly, there is no effective way to police photocopying within a company.
'However, one of the largest American corporations had instituted a policy
of digesting various business publications, then circulating the digest by way
of photocopy machine. This served to cut down the circulation of technical
publications distributed in that company. The company soon ref'ized that its
employees' need to know, and the need for others in industry to know what
that particular company was doing in product development and research
activities, would be impaired if the circulation of business publications would be
so reduced as to lower the quality of editorial content, or alternatively, to
reduce advertising availability. Fortunately, this company rescinded its digest-
photocopy arrangement, respects copyrights, and encourages its employees to
subscribe to as many specialized business publications as possible.

It is for this reason that the American Business Press urges the Committee
to delete Section 108 at this time; we urge that this section be referred for
study to the National Commission to be established under Title II of S. 1361.

The Commission will be in a position to expertly analyze the following
situations:

(1) ~When an article is out of print, what is the obligation of a library to deter-
mine whether copies are available, and what is the obligation of the publisher
to supply that article?

(2) How bona fide is the claim that technical journals are out-of-print and
unavailable to libraries from plblishers upon request?

In our opinion, the incidence is rare when a publisher denies access to reproduc-
tion upon request. Frequently, reprint permission with appropriate public
acknowledgment of the original source of the article is given without charge.

A system which permits one copy to be made could be a system which could
permit more than one copy to be made in any given time frame and is, in our
opinion, impossible of enforcement. Once the copyright protection established in
the Constitution is eroded by law, fair use may beccme impossible to determine,
and copyrights could be meaningless.

We respectfully submit that there has been no demonstration of the need
far Section 108 or for the American Library Association Amendment. That
Amendment would permit partial photocopying rights without investigation
of any kind and goes even further than Section 108. Xe believe that before this
fracturing of copyrights is enacted into law, that there should be a much clearer
demonstration of need than has heretofore been produced. This must be a fit sub-
ject for determination by the Title II Commission.

An additional reason for deleting Section 108 and rejecting the Library
amendment pending the study is the inclusion of Section 504(c) (2) which
provides:

"In a case where an instructor, librarian, or archivist In a non-profit educa-
tional institution, library, or archives, who infringed by reproducing a copyright
work in copies or phonorecords, sustains the burden of proving that he believed
and had reasonable grounds for believing that the reproduction was a fair use
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under Section 107, the Court in its discretion may remit statutory damages in
whole or in part."

This provision is protective of libraries and librarians and still preserves fair
use. Nothing more is needed pending the study.

While the Commission is making its determination, we call assure the Com-
mittee that the tax-paying business press of this country, as represented by
the American Business Press, will promptly comply with any reasonable re-
quest received from any library for any publication, or part thereof, in print or
out of print. An appropriate reproduction -harge may be assessed; frequently,
there is no charge. But reservation of the right to charge is necessary to prese-ve
the integrity of what a copyright is all about.

As producers of software so capable of reproduction by photocopy machine,.
or of mashing into computer systems, we are most seriously concerned with
any change in the copyright law, whether it be Section 108, tile proposed Ameri-
can Library Association-American Research Library Amendment.

We believe that prior to legislative enactment, the Titlo II Commission should
evaluate the need for these provisions. If that is demonstrated to be actual, then
the effect of a loosening of the copyright laws will have upon the origination of
necessary scientific and technical information should be considered by that Com-
mission and reported to Congress.

The American Business Press has participated in a series of meeting4 under
different and friendly auspices, all of which have attempted to resolve the dis-
pute which has arisen since the Williams and Wilkins decision. We would like
to take this opportunity to commend Williams and Wilkins, not a member of our
association incidentally, for the initiative they have taken before the Court of
Claims.

We stand ready to work out any reasonable settlement with those who desire
the right to photocopy without benefit of copyright, whether it be one copy or
many copies. Imposition by statute of a provision granting the right to photo-
copy, copyright not withstanding, however restricted, can only impede settle-
ment negotiations and could prejudge a situation which may not be as serious as
it is made out to be.

We appreciate this opportunity to appear before you. We urge you to defer
action on Section 108 and the library amendment pending such tinme as a reason-
able solution can be arri- . t without congressional action, or until such time
as either the Title II Con ,sion or the parties themselves come to an agree-
ment which congressional action could then indeed solidify.

Thank you.

Mr. BPENNANT. Mr. Chairman, speaking of the Williams and Wil-
kins Co., we come now to Williams and Wilkins.

Senator ICCLELLAN. Williams and Wilkins come around. Very well.
MIr. BRnNNAN. Would you identify yourselves?

STATEMENT OF MRS. ANDREA ALBRECHT, DIRECTOR OF MARKET-
ING RESEARCH, ON BEHALF OF WILLIAMS AND WILKINS CO.;
ACCOMPIANIED BY ARTHUR GREENBAUM, COUNSEL

Mrs. ALBRECnT. Mrs. Andrea Albrecht, director of marketing re-
search of the Williams & Wilkins Co., accompanied by Mr. Arthur
Greenbaum, our counsel, of the firm of Cowan, Liebowitz, and Latman.

Senator MCCLELLAN. Do you want to place your statement in the
record or would you like to read it?

Mrs. ALBREHT. Yes; we would like to place our complete oral
statement in the record.

Senator M,'CCLELTLAN. Let it be placed in the record. You may high-
light it as you wish.
j/rs. ALBRECHT. And our complete written statement, which we sub-

mitted on July 25, we would like that also to be placed in the record.
Senator MCCLELLAN. All right.
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Mirs. ALBRECHT. It is our belief that the information contained in
scientific periodicals should be disseminated as s idely and quickly as
possible by any method now known or which is yet to be developed, and
of course Including photographic methods. All of our statements have
stressed tllat we, in no way, wish to interrupt or halt the dissemination
of scientific knowledge through photocopying-but we believe that
there must be compensation for this photocopying if the scientific
periodical L- to remain economically viable and independent of Gov-
ernment st Aidy.

It is viir. ally impossible to increase the nirember of subscribers be-
yona those individuals in the discipline sero ed by the periodical or
beyond those libraries serving the scientific community.

In 1971 we had 24,217 library subscriptions to our journals; in
1972. 24,502; and as of July 1,1973, 23,300.

As the figures indicate, there was little library circulation growth
in 1972 compared to 1971, and the current 1973 figures indicate our
circulation will actually decrease by about 600 subscriptions among
libraries.

Senator McCIrmLLAN. Do you attribute that to the fact they can go
to the library and make a copy ?

AlrS. ALBRECHT. This is certainly very much one of the factors, sir.
Senator McC LELLAN. DO you think that is a factor ?
Mirs. ALBREcHT. Yes. We tried in our own way to prove this as much

as we could prove it by doing a random sampling of those libraries
which had canceled their subscriptions. We called them on the phone
and specifically asked them if a patron were to come in and ask for
an article from this journal which had been canceled, how the library
would then supply this patron? And the library's response was invar-
iably "thrugh the inter-library loan program." This means one
photocopy from one library to another.

Several reasons could be offered to explain the decrease. The number
of scientific journals continues to grow while publishers are charging
ever-increasing subscription rates. Obviously, if library budgets can-
not increase proportionately, some journals must be cut from their
lists. Certainly, librarians must be more concerned today about the
quality of journals they are purchasing than ever before.

At the same time, however, the number of different libraries purchas-
ing journals is increasing mainlv due toe he continuing emergency of
the Community Hospital Library, but libraries are purchasing smaller
numbers of journals, certainly of journals published by Willlams and
Wilkins. In 1973, we had about 300 n ore libraries (5,800 total) pur-
chasing our journals than in 1J71 bu,. as the figures indicate, fewer
journazls are being purchased among the total libraries.

Considering the relative quality of W. & W. journals, the above in-
dicates that the interlibrary loan program is working, but not in the
best interests of Williams & Wilkins library circulation. If this trend
continues, we could experience a 50-percent decrease in library circula-
tion over the next 5 years while'the number of libraries served through
this well-planned and funded interlibrary loan network will continue
to increase.

There may be no valid argument that the above is not in the best
interest of the natic tl library economy, but it is evident that, in order
to survive, the scientific journals must receive additional income from
the libraries engaged in supplying interlibrary loans.
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Thus, simply raising the subscription price to those who do sub-
scribe to the Journal does not solve the problem. To do this would only
result in fewer subscriptions at prices higher than the marketplace
can stand and ultimately cause the demise of the periodical itself.

If Congress decides that these limited circulation scientific periodi-
cals (and in 1972 the circulation of our periodicals ranged from a low
of 1,200 to a high of 19,000), can be photocopied without reasonable
compensation, many of these journals will eventually die. The only way
we can see to save these journals from extinction is to broaden their in-
come base by spreading publication costs among those who make u-e
of the information in the journal through means of photocopying.

Libraries pay the Xerox Corp. for the copying equipment, the paper
manufacturer for the paper, the utility companies for the electricity
to run the equipment, the Post Office for stamps to mail the copies,
salaries to the workers who do the copying, and to the librarians who
supervise the copying. Many libraries now charge a "transactionalr
charge for photocopying to cover at least part of these obvious costs.
Someone has to pay for these costs and we certainly see nothing wrong
with the library s passing these costs on to those who use the informa.-
tion in the form of photocopies. We also think it ent.rely appropriate
that to these many costs there be added a reasonable royalty to the
publisher to insure that the publisher can continue to make the ob-
viously useful work available in the future.

It must be continuously remembered that there will be nothing to
copy ur' Iss the journals remain alir-e. and that uncompensated photo-
copying will in the end kill them. By means of blanket license, clear-
inghouses, or computer accounting, a reasonable royalty for copying
can be easily paid to the publisher without the need for complicated
bookkeeping, interruption or interferece in services. These royalty
costs can then easily be passed on to the patron who orders the photo-
copy. We our selves favor a blanket license plan where the license is
incorporated in the subscription price of the journal largely because
by this method, no recordkeeping, no accounting, no interruption in
service can be experienced by the library.

We believe that those who use the copyrighted information in
journals by photocopying should contribute to the Lost of publishing
and that copyright is the traditional instrument for insuring this con-
tribution while protecting the public interest in wide distribution. If
a new theory, i.e., free, indiscriminate and repeated photocopying is
legislated, it, in tandem with the new technologies, will destroy the
journals and thus create irreparable dalnage to the public interest.

Finally, our position on the pending copyright revisici bill is that
we are in favor of bill S. 1361. as submitted, with some amendments
for the sake of clarit ' W'e are opposed to any legislative history which
appears to construe .air use so as to permit the photocopying of single
copies of entire art ieles without compensation because fair use is a
judicial doctrine and-its construction is best left to the flexibility of the
courts. As for guidance, the ultimate decision in Williams c& Wilkins
v. United States, will aid in pointing the way in this area.

Senator MCCLELCTAN. Let me ask you a question. Suppose students
awant a copy of a short article and the student goes into the library
and gets the book and just sits down and copies off in his own hand
writing. How can you stop that ?
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Mr. GREEN.SBAUM. That is a legal question, MIr. Chairman. May I
answer it.

Mr. McCI.ELJAN. Sure, if you know the answers.
Mr. GREENBAUM3. Our position is that that would be a technical in-

fringement, but it would be not something that would be picked up.
No student is ever going to get sued for that. It is like breaking a
stamp on a cigarette package. faybe it breaks the law, but nobody gets
picked up for it. If you break or pull off the tags from the furniture,
maybe you break the law, but-

Senator MCCLELLA1¢. Well, he does more than that; he gets the con-
tents. He doesn't just break off the tag and leave the contents when
le goes in there and copies that.

Mr. GREENTBAc-r. Yes. Well, we believe that that would be a tech-
nical infringement, but that nobody would enforce it.

Senator MCCLELLAN. Obviously it would be an infringement if
you copied it by photocopying it.

Mr. GREENBAUTM. Yes. And you asked before what the solution would
be, and perhaps the Williams & Wilkins Co., can supply a solution.

Afp.r a great deal of effort, they came up with the following plan,
wvhich we believe works, and here is the way it goes.

A regular subscriber would pay, let's say, x amount-
Senator ilCCLELLANT. Would you call it a library subscriber?
sfr. GREENBAUMI. No, no. An individual, like a doctor. I am talking

about scientific medikal journals. They now pay x dollars.
Senator 3xCCLE:LLAN-. All right.
Mr. GREENBAUM. Now the library which is going to make photo-

copies for this boy or anybody else who comes into the library, would
pay x plus an average of $3.65 at the time that the subscription is
obtained or renewed. It would pay x dollars plus $3.65. This would
enable that library license to make as many single photocopies as that
library wants to make for as many patrons who want to come into that
library. Now, that doesn't require any bookkeeping-

Senator MCCLELLAN. HOw do you arrive at the $3.65 fig .re ?
3Mr. GREENBAUf. That was based-
Senator MCCrELLAN,. I mean, x may be $2 or it may be $5. How

do you arrive at that? One book may sell for $10 a volume, and the
other may sell for $1.50. How are you going to arrive at $3.65?

Mrs. ALBRECHT. The licensing fee wihich we are talking about here,
is our average of $3.65. I think each publisher would determine its own
average but certainly keeping within the reasaollablk economic status
of the library community. We determined a $3.65 average copying fee
based on our total manufacturing costs, the number of pages published
in a journal, the subscription price of that journal, and what we
believe to be this particular journal's susceptibility to photocopying.
We publish a broad range of journals, not all of them are certainly
equal in content, and not all of them go to the same types of subscribers.
Altogether our licensing fee is an average of $3.65 above the individual
purchase price.

Senator MCCLELLAN. I don't know whether this is actually factual
or not, but you might have a book where the original cost may be $3
and then you have this $3.65 cost, which is more than the original cost
of the book itself.
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Mrs. ALBRECHT. I am not saying that could not happen, but it doesn't
happen with our journals. Our average subscription price to a
journal-this was certainly in effect before we had institutional rates--
averaged somewhere around $30 per subscription.

Senator McCLELLAN. $30 ?
Mrs. ALBRECHT. Yes.
Senator MCCLELLAN. All right. Go ahead.
Mr. GREENBrAIr. Mr. Chairman, I might also note if the library

chooses not to photocopy, they would get a refund of that $3.65.
Senator MCCLELLAN. And how would you know whether they photo-

stat or not ?
Mr. GREENBAUM. We would take their words.
Senator MCCLELLAN. Just take their word for it?
Mr. GREENBAvTUt. We sure would. We would be willing to do that.
Senator MCCLELLAN. Yes, but if they just report that we don't

permit any photostating of this material, you would take their word ?
Mr. GREENBAU-U . We heard the representative of the Library As-

sociation say the librarians are law-abiding people and we would
expect they would pay whatever the law required them to pay.

enator MKCCLELLAN. Well, I would be glad if you folks could get
some un(lerstanding and agreement saying, we truist each other, like
you are saying now, and then not come in here and ask us to pass
a law to regulate this.

Mr. GIREENBnAUr. Mr. Chairman, I might add that this plan that
we have proposed here is not hypothetical. This was actually put into
effect and withdrawn.

fMrs. ALBRECHT. We put it into effect as a royalty licensing plan.
Senator MICCLELLAN. When did you put it into effect ?
Mrs. ALBnnEIIT. To cover our 1973 subscription rates.
Senator MCCLELLAN. 1973 ?
Mrs. ALBRECMIT. Right.
Senator MICCLELLAN. It is in effect now ?
Mrs. ALBRECHT. This was announced to the subscribers in the mid-

dle of 1972 that we were going to do this.
Senator MICCLELLAN.. And it is in effect now ?
Mrs. ALBnrECIT. It is not in effect as a licensing plan. It is only in

effect, as an instit: " - . ,al rate. The institutional rate does not give
the library any photographing copying rights at all. It is the same
fee. It is ihe same plan. But our original intention was to allow the
libraries to make unlimited number of single photocopies by paying
this extra $3.65. The libraries responded with the point which they
made, that they felt that the necessity of a copying license did not
exist, and they would. not subscribe if we were to try and put in this
$3.65 as a license to photocopy.

Senator MICCLELLAN. So you have abandoned it ?
Mrs. AtBRnECHT. We abandoned that, but we kept the $3.65 as an

institutional rate.
Senator MCCLELLAN. You increased their subscription that much ?
Mrs. ALBnECHT. To institutions, yes.
Senator MCCLELLAN. TO institutions? So you got your $3.65 after

all?
Mrs. ALBRECHT,. Yes, but we didn't give the libraries what we wanted

to give them.
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Senator MCCLELLAN. They would not have any objection now to your
giving it to them? I mean, you got their money. Why don't you just
say "thank you," and go ahead with your plans ?

Mr. GREENBAUM. The reason you can't do that, Mr. Chairman, would
be that it would eliminate any kind of control that you would even-
tually have. The technology is going to change. We all know that 15
years from now we are not going to recognize the technology that we
have today and

Senator McCLELLAN. Well, I am nut going to get into that business.
I am just puzzled and perplexed and I guess confused like most every-
body in trying to resolve this problem.

I think I have a full measure of sympathy for all interests; I mean,
I would like to see the publisher and author and so forth compensated,
and at the same time, I don't know how you could base it on this
O-pe.,ent rate paid by whoever gets a copy, and make this thing work.
I don't know how it is going to be practical.

Mr. GREENBAUM. Well, Mr. Chairman, the system we just described
works.

Senator MICCLELLAN. All right. You've got thousands of books there,
and someone comes in and he wants a page out of this book, and another
page out of that book, and there are different authors. That's going to
be a lot of bookkeeping for a nickel. I just can't figure how this is going
to work.

Mr. GREENBAUdr. Can I explain that ?
I know I am passing the time limits-
Senator MCCLELLAN. I knOW, and I shouldn't have invited you to do

so, because at 4 o'clock I have to go to a marL-up on an appropriations
bill. I just have to go, and we have to get through by then. But go
ahead. If I don't ask as many questions as you think I should, please
understand why.

Mr. GREENBAUM. Mr. Chairman, the blanket license that Williams &
Wilkins proposed does not require anybody to pay a nickel a pt..ge. It
doesn't require them to pay anything per page. You pay it once. It
doesn't require any bookkeeping, nothing. It is just the way it is done.

Now there are other publishers who have not yet put this into effect.
I guess they would be crazy to put it into effect considering what hap-
pened to the Williams & Wilkins Co. when we put it in. We got
librarians saying they were going to boycott Williams & Wilkins. I
mean, we really got a full measure of hell because of what we did.

Now, if the Williams & Wilkins plan is adopted by other publishers,
then it will just be a very simple thing. The library just goes and
makes the photocopies and that is it. There is no bookkeeping.

Senator McCLELLAN'. All right. Thank you very much.
[The prepared statement on behalf of William & Wilkins follows:]

PHOTOCOPYING AND THE SCIENTIFIC JO0UbAL

(A report to the Subcommittee on Patents, Trademarks and Copyrights of the
Committee on the Judiciary United States Senate by The Williams & Wilkins
Co., Publishers of Medical and Scientific Books and Periodicals July 25, 1973)

THE WILIAsMs & WmILINS' PosmoIiO

Williams & Wilkins publishes 37 medical and scientific periodicals. It believes
that the information contained in its journals should be disseminated as widely
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and as quickly as possible by any method now known, including photodopIying, or
which may become known. Williams & Wilkins has never so stated nor has any
desire to interrupt or halt the process of dissemination through photocopying-
but it must be compensated for photocopying of its copyrighted materials so that
the journals can remain economically viable and independent of government
subsidy..

The journals involved in Williams & Wilkins v. U.S., now pending in the
U.S. Court of Claims, are universally recognized as leading journals in their
fields, but they have extremely limited circulations, e.g. 1,088 to 17,762, which
are a function of the relatively limited market potential for the material. If
Congress decides that these journals can be photocopied without reasont ble
compensation to the publisher many will eventually die because it is 'virtually
impossible to increase the number of subscribers to medical and scientific jour-
nals beyond those in the discipline served by the particular journal and those
relatively few libraries which have chosen to serve such specialists. However,
while the number of subscribers remains static, the costs of publication con-
tinualhy increase. At the same time photocopying technology continues to im-
prove, enabling copies to be made more cheaply and efficiently. If subscription
prices are raised to cover costs plus a reasonable profit, the point is soon reached
where, instead of subscribing, some users of the material will photocopy. And
every time there is a subscription price increase and the photocopying tech-
nology improves, there is a greater incentive to photocopy. Thus, raising sub-
scription prices does not solve the problem of providing sufficient income to
cover cost because it simply encourages fewer subscriptions and more photo-
copying. Eventually, there will be so few subscribers and the prices will be so
high that the journal will cease publication.

The only way to save private limited circulation technical journals from
extinction is to broaden the income base. This can only be done by spreading
the costs of publication among a greater number of users, including those who
use the journal through photocopying. A photocopying license wiill enable sub.
scription costs to be kept at a reasonable level and place the economic support
of the journal rmore equitably upon those who value its use.

Libraries pay, among others, the Xerox Corporation for the copying equip-
ment, the paper manufacturer for the paper, the utility companies for the
electricity to run the equipment, the Post Office for stamps to mail the copies,
salaries to the workers who do the copying, and to the librarians who supervise
the copying. Yale University, the New York County Medical Society Library,
and many other libraries charge a "transactional" charge for photocopying to
cover these obvious costs. Someone has to pay for these costs and we see nothing
wrong with those libraries which pass these costs on to those who request the
photocopies. We also think it entirely appropriate that to these many costs
there be added a fair and reasonable royalty to the publisher to ensure that
the publisher can continue to make the obviously useful work available in the
future.

By means of blanket licenses, clearing houses, or computer accounting a
reasonable royalty for copying can be easily paid to thb publisher without the
need for complicated bookkeeping, interruption or interference in service. These
costs can then easily be passed on to the patron who orders the photocopy,
We ourselves favor a blanket license plan where the license is incorporated in
the subscription price of the journal because it requires no record keeping of
accounting on the part of the library.

The doctor in North Dakota or.Hawaii who has to obtain a copy of a journal
article from Yale University will have to pay a minimum charge of $3.50 plus,
perhaps, an additional service charge to his local library. Certainly a slight
extra charge by Yale to cover the copyright royalty would not be unfair or
interfere with the service. The alternative would be to have no copyright
royalties paid by anyone and, thus, eventually destroy the journal when photo
copying becomes more and more available through microfiche, computers, lasers,
or who know what.

The costs of publication should be equitably divided among those who use
the journals by buying printed copies and those who use it by photocopying.
If only subscribers to printed copies need pay for their information libraries
will cut costs by cancelling subscriptions and servicing their patrons by means
of photocopies obtained from other libraries. The library, by charging the
patron for the cost of the photocopies, will have serviced the patron, saved
the cost of the subscription, and perhaps even received a contribution to its
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overhead from its charge to the patron. Williams & Wilkins has, of course, no
objection to this means of information dissemination-but if it cannot receive
a royalty for the copying it will have to raise its prices'to those libraries who
continue to subscribe and to its individual subscribers. As prices get higher,
there will be more incentive to photocpy until the journal is so expensive that
it is discontinued.

Furthermore, to put the burden of increased costs on the individual sub-
scriber is, in addition to being self-defeating, simply not equitable. The number
of subscribers is decreased because of photocopying. Those who do not gen-
erally photocopy, i.e. the individual subscribers, should not be required to
bear the substantial increased costs per unit created by the decreased 'cir-
culation which has been caused by the photocopies.

Williams & Wilkins believes that those who use the copyrighted informatfon
in its journals by photocopying should contribute to the cost of publication and
that copyright is the traditional instrument for insuring this contribution while
protecting the public interest in wide distribution. If a new theory, i.e. free in-
discriminate and repeated photocopying, is legislated it, in tandem with the
new technologies, will destroy the journals and thus create irreparable damage
to the public interest.

CHRONOLOGY OF THE DEVELOP.fEST OF THE LICENSING/INSTITUTIONAL RATE PLAN.

Discussions of a plan to allow libraries to furnish their customers with phcto-
copies of copyrighted articles were begun before the February 16, 1972 decision
from Commissioner Davis of the Court of Claims. Above all, the plan was not to
be a cumbersome administrative or economic burden upon libraries. It was to
include a simple system of payment to broaden the income base required to sup-
port 'le journals. This will help offset the loss of income where photocopies will
replace the purchase of multiple subscriptions, library and personal subscriip-
tions. Basic Ideas about a proposed plan were discussed with several libraries.

When the Davis decision was received, we had a "digest" of the opinion pre-
pared and mailed to mole than 8.000 friends and customers of the house, among
them some 5,800 libraries. A covering letter (Ex. 1) attempted to allay any con-
cerns that Williams & Wilkins had intentions of curtailing photocopying or of a
high-priced and, complicated royalty payment system.

Elven before- a Williams & Wilkins licensing plan was announced, a memo-
randum (Ex. 2) from L. L. Langley, Ph. D., Associate Director for Extramural
Programs at the National Library of .Medicine was sent to NLM's Resource
Grants gran ees stating, "The express purpose of this memorandum is to inform
you that grant funds from the National Library of Medicine must not be used
for royalty payments to publishers without prior approval from the National
Library of Medicine." (This memo did not come to the attention of Williams
& Wilkins until sometime after our plan was formally announced in June 1972.,

Full-page ads (Ex. 3), again stressing that we were developing a simpler
workable licensing plan, ,,ere purchased for the following journals: "Bulletin of
the Medical Library Association" April 1972 issue; "College and Research LI-
braries" April 1972 issue; "Library Journal" April 15, 1972 issue; and "American
Libraries" May 1972 issue.

In June 1972, a letter was sent to our institutional customers formally an-
nouncing and describing our licensing plan (Ex. 4) as follows:

L Beginning 1973, W&W journals would carry an institutional rate, ranging
$1-$10 higher than the individual subscription rate.

2. The institutional rate would carry with it an automatic license to make
single copy photocopies for patrons in the regular course of library operations.

3. This institutional rate would cover the making of single copy photocopies
for the life of the volume and would permit photocopies to be made fromn all
previously published volumes at no additional charge. No additional payments
or record keeping.would be involved.

4. Multiple copies could be made upon remittance of 50 per page per copy,
but permission was not granted for copies made for interlibrary loan use.

5.. Institutions would be entitle:l to a refund of the license portion of the
subscription rate if no copying of the journal took. place.

On June. 23, 1972 a personal letter vwas sent to. each Director.of tlhe 11 Regional
Medical Libraries (Ex. 5) discussing the institutional rate and announcing our
intention to license these libraries, which were set up for the purpose of provid-
ing interlibrary loan copies, at the rate of. 50 per page per copy.
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BACKGROUND OF THE WILLIAMS & WILKINS LICENSING PLAN

W&W journals would carry an institutional rate, the difference between the
individual subscription rate and the institutional rate would constitute the
license fee. The fee would be based on the number of text pages publisled in
the journal in 1972, the susceptibility of the journal to be photocopied (based
on our experience with reprint requests) multiplied by a ratio no higher than
50 per page. (Five cents per page is our average price per page for all printed
copies of a!' our journal.) As a result of using this formula and our desire not
to place too great an economic burden upon the library whose practice is not
to pass costs on to patrons, the average increase in subscription prices to in-
stitutions was -$3.65. In all cases the photocopy fees averaged less than one cent
per text page published in 1972, however the actual license was to be effective
for photocopying materials from Volume 1 through the 1973 volume of the
journals. This amounts to thousands of pages for each journal, thus making
the average photocopying price per page extraordinarily minimal.

The license fee would apply to single copy photocopying only, as librarians
seemed to concede that they do not permit multiple copies. However, to facilitate
dissemination where multiple copies were needed, the library was permitted to
do so upon remittance of 5¢ per page per copy.

The resulting institutional license fee was too minimal to cover income losses in
cases of the interlibrary loan system, which absolutely replaces library sub-
scriptions. To charge a flat rate for every library, great and small, sender or
receiver of interlibrary loan copies, would be inequitable. Since the interlibrary
loan system already provided for the administration of enumerating individual
articles, it seemed reasonable that these "lending or sending" libraries could
more equitably be licensed on a pay as you go basis.

On July 31, 1972, Dr. Martin Cummings, Director of the NLM replied to our
licensing plan (Ex. 6) with the following: "It is our position that we would ac-
cede to a rise in price based on an institutional rate which would be applied
'to all libraries, great and small', but could not accept the implication that a
license for photocopying is necessary. We would be pleased to renew our sub-
scriptions at the individual rate, or at an institutional rate which does not
include a license for photocopying. If you insist upon tying the renewal of our
subscriptions to payment of a license fee, however, we shall have no option
other than to let them lapse."

This statement from Dr. Cummings, his similar statement of July 31, 1972
(Ex. 7), along with published statements by the American Library Association,
The Special Libraries Association, and the Medical Libraries Association (Ex.
8) in response to our licensing plan, brought forth a deluge of letters from
librarians threatening a boycott of W&W journals on the basis that a license for
photocopy was not necessary.

WE WITHDRAW OUU LICENSING PLAN

Because such a boycott would affect both The Williams & Wilkins Co. as well
as the professional societies of which we publish not only in subscription income
but also in the indication by the National Library of Medicine that it would ex.
elude our journals from listing in Index Medlicus (Ex. 9), we had no alternative
but to accept the position advocated by the NLM.

On October 2, 1972 we again sent letters (Ex. 10) to all of our customers and
friends describing our new position as follows: "In order to allow the NLH
and all libraries to subscribe to W&W Journals at increased rates and include
them in Index Medicus, we now accept the NIH-NLM position. Our new institu-
tional rates which we shall continue to request shall have no connection what-
ever wvth a license to photocopy, implied or otherwise. In short, libraries may
continue to supply their users with royalty free single-copy reproductions of
W&W journal articles as they have done in the past. As stated many times, we
have no desire to obstruct the dissemination of scientific information between
library and scholar, which would certainly be the result of cancellation of sub-
scriptions. Further, in the same spirit we are, again without prejudice, with-
drawing our proposal for the five-cents-per-page interlibrary loan fee until the
appeal of our case is heard."

A letter of similar content (Ex. 11) was again mailed to all libraries on Janu-
ary 11, 1973.

We stand ready and willing to reinstate the license to photocopy as a part
of the institutional subscription price-as and when Commissioner Davis' opinion



159

is confirmed in the appeal of our case before the Court of Claims. Further-
more, we have developed a similar type plan to deal with the problems con-
nected with the Interlibrary Loan procedures. The salient points of this plan
are described in our letter of April 30, 1973 to Dr. Martin Cummings (Ex. 12).
This implementation of the Interlibrary Loan plan also awaits the outcome of
our lawsuit in the Court of Claims.

STATISTICAL PROOF OF MIARKET LOSS

Although common sense would tell one that the making of photocopies of
n.illions of pages of articles appearing in scientific periodicals would have an
adverse effect on the sale of subscrptiol.s, it has been difficult in the past to
statistically prove this contention. However, library subscriptions to Williams &
Wilkins journals for the past three years now show beyond a reasonable doubt
that the Interlibrary Loan procedure is damaging our market.

In 1971 we had 24,217 library subscriptions to our journals; in 1972, 24,502;
and as of July 1, 1973, 23,363.

As the figures indicate, there wa, little library circulation growth in '72 com-
pared to '71, and the current '73 figures indicate our circulation will actually
decrease by about 600 subscriptions among libraries.

Several reasons could be offered to explain the decrease. The number of
scientific journals continues to grow, while publishers are charging ever-increas-
ing subscription rates. Obviously, if library budgets cannot inc rease propoldion-
ately, some journals must be cut from their lists. Certainly, librarians must be
more concerned today about the quality of journals they are purchasing than
ever before.

At the same time, however, the number of different libraries purchasing
journals is increa.ing mainly due to the continuing emergence of the Community
Hospital Library, but libraries are purchasing smaller numbers of journals,
certainly of Journals published by Williams & Wilkins. In 1973 we had about
300 more libraries (5,800 total) purchasing our journals than in 1971 but as
the figures indicate. fewer je-lrnals are being purchased among the total
libraries.

Considering the relative quality of W&W journals, the above indicates that
the Interlibrary Loan Program is working, 1 but not in the best interests of
Williams & Wilkins library circulation. We recently surveyed a random sampling
of librarians who had cancelled their subscriptions and asked how they intended
to service patrons who might want to use the cancelled journal. Invariably,
the replay ;*as, "by means of interlibrary loan," which means one library
supplying another with a photocopy. If this trend continues, we could experi-
ence a 50% decrease in library circulation over the next five years while the
number of different libraries served through this wtell-plar.ned and funded
Interlibrary loan network will, continue to increase.

There may be no valid argument that the above is not in the best interests
of the national library economy, but it is evident that in order to survive, the
scientific journals must receive additional income from the libraries engaged in
supplying Interlibrary loans.

Other figures which we might sight fail to show the same precise cause and
eftect relationship as is shown ly reduction in library subscriptions. For example,
we believe that persons who live in the United States and who do not receive
a journal as a part of their membership in a sceintific society are the ones
most likely to photocopy rather than become or to remain subscribers to the
journal. This belief is borne out by the fact that this class of subscribers has
actually decreased in 1973 as compared to 1972 with 11 of the journals which
we publish and this despite the fact that we have greatly increased our promo-
tional efforts. HIowever, on the other hand, 15 of our journals have responded
to our intensified promotion and in these instances the number of domestic
non member subscribers has increased.

The following clipping from the July 20, 1973 issue of Science points out the
economic pressure to photocopy rather than to subscribe.

THE PRICE OF BOOKS

The price of scholarly books has increased drastically in recent years. The
books reviewed in Science as of 1 June cost 5.0, 5.3, 6.3, 7.2, 7.7, 8.8, 8.9, and an

1 For a description of Interlibrary Loans for Hospital Libraries see Chap. 15 of
Library Practice in Hospitals-A Basic Guide, edited by Harold Bloomquist, et al, The
Press of Westeln Reserve University, 1972.
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incredible 11.0 cents per page. As the cost of copying has dropped in recent years,
one can copy a book at 5 cents a page in most libraries on public copiers and, by
copying two pages at a time, reduce the cost to 2.5 cents per page. Of course, this
is an. infringement of the copyright but, at today's prices, a practice that will
.become increasingly common. Book publishers appear to be urgently in need
,of technological advances that will cut the cost of production.

DAvID LESTEB,
Psychology Program, Stockton State College, Pomona, N.J., Science, Vol. 181.

We fear that no technological advances can cut the cost of production suffi-
ciently to make up for the fact that the photocopy at present bears no part of
the editorial and composition costs which are incurred before a single copy can
be reproduced

New Technological Uses of Copyrighted Wek.r:s "

Until the last decade, the vast majority of library :esourcas were in printed
form. Library procedures were acccmplished using paper products, with an occa-
sional assist from the telephone. The recent proliferation of new media 'or
packages of information has been surpassed only by the rapid birth and growth
of technologists concerned with transmission, description, identification and
retrieval of these information packages.
. Libraries are involved in every phase of information processing from identifi-

cation and ordering through retrieval and dissemination.
Examples of some current and future library-usable technologies:

1. Facsimile Transmission
Facsimile transmission devices can rapidly transmit exact copies of informa-

tion over long distance network transmission points. While the systems currently
on the market are costly and not quite compatible to one another, it is reasonable
to believe that problems will be overcome in the future and could provide a work-
ing system for the rapid transmission of materials from one library to another.
2. Satellites

NASA and HEW are jointly exploring the use of experimental satellites for
the exchange of information; one of the tests will involve the exchange of inter-
library loan materials.
3. Video Telephones

Video telephones which display pictures from one telephone to another are
presently in operation. Certainly future technological improvements will bring
about decreased operational costs and hard copy reproductions of video displays.

We believe that these few examples of new technologies in information dis-
semination should be the subject matter of study for the National Commission
on New Technological Uses of Copyrighted Works proposed in Title II of S. 1361.

We are in favor of Bill S. 1361 as submitted, with some amendments for the
sake of clarity. We are opposed to any legislative history which appears to
construe fair use so as to permit the photocopying of single copies of entire arti-
cles without compensation because fair use is a judicial doctrine and its con-
struction is best left to the flexibility of the Courts. As for guidance, the ultimate
decision in Williams & Wilkins v. U.S. will aid in pointing the way in this area.

THE WnMIAMS & WILKINS Co.,
Baltimore, Md.

EXHIBIT 1

To OUR FRIENDS AND CUSTOMEMS: On February 16, 1972 a Commissioner of the
United States Court of Claims issued an opinion sustaining our claim for copy-
right infringement resulting from the unauthorized reproduction of our copy-
righted materials on photocopying machines in certain Government libraries.
The Commissioner held that we are entitled to "reasonable and entire compensa-
tion." We have prepared a digest of the Commissioner's opinion, a copy of which

2 See "Advanced Technologies/Libraries" published by Knowledge Industries, Inc.
1971-72.

s Also see Chap. 16 Health Sciences Information Retrieval Systems Library Practice in
Hospital-A Basic Guide Edited by Harold Bloomquist, et al. The Press of Case Westera
Reserve University, 1972.



is enclosed with this letter. We believe .that you who are deeply concerned with
the health of scientific journals will read this with interest.

Although the Government does have a right to carry the proceedings further,
it is, of course, our hope that this will mark the end to four years of litigation
to establish the right of medical journals to remain viable so that they might
continue to serve the scientific community.

Commissioner Davis' statement, "the plaintiff does not seek to enjoin any
photocopying of its journals" should once-and forever allay the fears of libraries
and their patrons that our suit was aimed at the curtailment of photocopying
(see p. 6 of the Report of the Commissioner).

Another concern of the libraries has been that a complicated and costly system
·of record keeping would be required to handle the payment of royalties to copy-
right owners. Nothing could be further from the truth. We have developed aasim-
ple and workable plan whereby libraries would be permitted to make single
photocopies upon payment of a reasonable annual license fee. No record keeping
or accounting would be involved. At the same time the plan recognizes that the
cost of publication should be spread inca fair manner among the users of medical
and scientific publications, including photocopiers, to avoid even higher subscrip-
tion costs.

We hope that Government libraries as well as other public and private institu-
tions will work with us toward a solution which gives proper balance to the
public right to the flow of scientific information and the need of the author or
publisher .to compensation for having made the information available.

,We welcome comments or questions from our many friends in the scientific
world in reference to this matter which is of such vital importance to-us all.

Most sincerely,
WILLIAM M. PASSANO,

Chairman of the Board.

EXHIBIT 2

DEPARTM.ENT OF HEALTH, EDUCATION, AND WELFARE,
NATIONAL INsTITUTES OF HEALTH,

March 7, 1972.
To: Resource grants grantees.
From: Associate director for extramural programs, NLI;
Subject: Payment of royalties to publishers.

1. On February 16, 1972, a Commissioner of the United States Court of Claims
recommended to that Court that the plaintiff in the case of the Williams &
Wilkins Company v. the United States is eittitled to recover reasonable com-
pensation for infringement of copyright. Time Williams & Wilkins Company
publishes 37 medical journals and has sued the United States Government alleging
that the National Library of Medicine hts infringed the copyright that
Williams & Wilkins holds on four of those journals, namely Medioine, Journal of
Immunology, Gastrcenterology and Pharmacological Reviews. The alleged copy-
right infringement is said to have resulted from the practice of the National
Library of Medicine in supplying photocopies of articles from those journals.

2. The recommendation of the Commissioner will now be considered by the
full Court of Claims and in all probability will ultimately be carried to the
United States Supreme Court. Accordingly, a final decision will not be forth-
coming for some time.

3. Tue Williams & Wilkins Company, following the recommendation of the
Commissioner fa the United States Court of Claims has approached several
libraries requesting royalty payments from the libraries for the right to photo-
copy articles from the jo rnals. Conceivably, other publishers may do the same.

4. The expressed purpose of this memorandum is to inform you that grant funds
from the National Library of Medicine must not be used for royalty payments to
publishers without prior approval from the National Library of Medicine. This
matter is now under intensive study at various levels and will be considered by
the National Library of Medicine's Board of Regents on March 28, 1972. You
will be kept informed concerning this matter but until further notice, you are
not authorized to utilize grant funds for payment of royalties to any publishers.

L. L. LANLrr, Ph. D.,
A8sociate Director for Extramural Programs.
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EXRRIT 8

The Williams d Wilkins eCompany v. The United States

A STATEMENT OF FACT AND FAITH

We, as a leading publisher of medical books and journals, are dedicated to
the concept of the proper dissemination of medical knowledge.

In 1968 we filed suit against the United States Government for infringement
of certain copyrights in medical journals resulting from the unauthorized repro-
duction of our copyrighted materials by photocopying equipment. In the Report
of the Commissioner to the Court of Claims (February 16th, 1972), the following
facts are reported:

(1) Article 1 of the copyright statute says that the copyright owner "...
shall have the exclusive right: (a) to print, reprint, publish, copy and vend the
copyrighted work ... "

(2) Each article in a journal .8 protected from infringement to the same
extent as the entire journal issue.

(8) The Williams d TVilkins Company is entitled to recover reasonable and
entire comn nesation for infringement of copyright.

These are the facts of the court case, but the implications may well be causing
grave concern to librarians and the users of libraries. Let us make our position
clear. We are by no means going to halt the proper dissemination of medical
knowledge; our ideals now are the same as formerly-to serve the medical and
science communities to the best of our abilities.

There will be no halt to the photocopying of material, as such a halt would
indeed be harmful to the dissemination of knowledge. Neither will there be an
unmanageable, unwieldy and costly system of record-keeping of photocopied
materials as such a system would be detrimental to the library profession.

Instead, we have worked out a simple plan based on the idea of a reasonable
annual license fee for the right of copying our materials. In this way, the
librarian will be licensed to photocopy copyrighted materials without infringing
copyright law, and the publisher will be recompensed for the use of his materials.

We are hopeful that this statement will allay any fears whic librarians or
library users may be harboring. We welcome your comments and questions, and
conclude by assuring you of our good faith and commitment to the medical
communities and the library profession.

THE WILITAMS & WrIRINS Co.,
Baltimore, Md.

EXHIB.T 4

A STATEMENT TO L9RABIANS FROM THE WILLLkMS & WILKINS CO.

The Wiliams & Wilkins Company bas always charged the same subscription
price. to libraries that it charges to individuals despite the fact that for many
* ars it has been customary for publishers to charge institutional subscribers to
! murnals a higher subscription rate than that paid by individual subscribers. The
concept of special institutional rates evolved from the idea that the copy of a
journal owned by a library or other institution serves many more readers than
does the copy owned by an individual. In light of this, the higher rate is charged
to spread fairly the ever-increasing costs of publication among all those who use
the journal and to components for possible los- of individual subscription revenue.
If uncompensated, this loss is suffered not only by the publisher, but by those
professional societies dependent on income from their journals

Another aspect of multiple use is the photocopying of material contained in a
journal and its subsequent distribution to library users. By allowing the use of
photocopying equipment, librarians effect increased use and readership of the
journal. The journal paid for by one institutional subscription is thus, through
photocopying and multiple exposure, used far more than the journal paid for by
an individual.

We have always felt that photocopying without the consent of the copyright
owner was against the law. This view has not been confirmed in the first case
ever brought on the issue, a suit filed against the United States Government by
The Williams & Wilkins Company.
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The suit wa commenced in 1968 as a test case and has led to a 32 page opinion
,handed dowr sy Court of Claims Commissioner James F. Davis on February
16, 1972. The opinion held that we are entitled to "reasonable and entire compen-
sation" for library photocopying of our-journal articles.

Beginning with 1973 volumes, we have institutional subscription rates which
provide for an automatic license to make single-copy photocopies of articles from
our journa 1 for your patrons in the regular course of library operations on your
premises, but does not include the making of photocopies for other institutions
or for fulfilling interlibrary loans. There is no time limit on the exercise of this
right and single-copy protocopies may be made throughout the life of the journal
volume. The institutional rates are minimal increases of $1 to $10 per journal.
No additional payments or any record-keeping procedures will be required. These
rights are simply and automatically secured by payment of this institutional rate.
Single-copy photocopies may also be made from volumes published prior to 1973
at no charge. Multiple copies of a single article may be made upon remittance of
5l per page per copy made to the publisher.

A journal exists to provide wide-spread and quick dissemination of informa-
tion; its value is to those who subscribe to it or use its information. Sub-
scriptionm are the very life blood of a journal, but when seers do not
contribute in any way to its sustenance, the very existence of the journal is
jeopardized. In our view, it would not be unreasonable for libraries to pass on to
their patrons who request photocopies, a few cents to recover the increase in sub-
scription rates, just as many do to cover charges made by equipment manu-
facturers.

Beginning with the January issue of each of our journals, there will be an
Instruction for Photocopying which advises individuals to patronize their
libraries in obtaining photocopies.

As has been documented many times, Williams & Wilkins has no desire to cur-
tail photocopying. We prefer to permit libraries to continue their practices while
at the same time insuring that the costs of publishing journals be spread equi-
tably among all users.

The proper dissemination of scientific knowledge is an ideal to which we,
as publishers, have always been dedicated. We continue in our dedication to
that ideal, and are confident that our solution is fair, reasonable and workable.

You will automatically be billed for the new subscription rate for 1973 volumes
via your usual method of ordering (either through your agent or direct from
us). In the unlikely event that no photocopies will be made of any articles in
one or more of our journals to which you subscribe and you are in a position
to assure us of this fact, you may apply for a refund for that portien of the
institution rate which covers the license to photocopy. Be sure to make such
application directly to The Williams & Wilkins Comp- ?- and not through your
agent and then only after you have entered your .istitutional subscription.
You should recognize, however, that a license such as that in the institutional
subscription rate is a legal requirement in order for yau to mak;e photocopies.

We are most willing to communicate directly with our customers. Any in.
quiries may be directed to Mrs. Andrea Albrecht, 301-727-2870 (collect).

EXHIIIT 5
JUNE 2%, 1972.

Dr. [MARTIN CUMNMINGS,
Director, Nationial Library of Medicine, Mid-Atlantic Rcgionl(d .lfcdictl Library.

Bethesda, Mrd.
DEAR DR. CUI.XINos: The Williams & Wilkins Company publisl:es 3X scientific

journals containing approximately 2.600 articles, 80% of which will appear
in journals we publish for societies as their official publications. Net earnings
from these journals are shared with the societies. The societies' share is gen-
erally 50% (sometimes greater) and it is usually used by them to defray the
cost of editing.

In the main our journals are supported by their users. 640% of the journal's
income comes from subscribers, 24% from advertiser support, 84/% from the
sale of reprints and 31/2% from the sale of back issues. Since reprography is
another form of use, we continue to reiterate "use all you like, but pay for
what you use." Thus, as repography inevitably grows (and we think it should),
this form of usr. should pay its fair share to help keep the learned periodical
afloat. Certainly, without them many publishers and librarians alike would have
lesser reasons for t eOng.
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So, beginning with the 1973 volumes, each of our journals will be offered to
cur. library subscribers at institutional rates which will average $3.65 per volume
higher than the rates to individuals. Such an amount is well below the insti-
tutional rates offered by many other publishers with no attending benefits and
certainly well below some erroneous forecasts. This modest increase carries
with it an automatic license which allows the library to make single-copy photo-
copies of articles from our journals for their individual patrons In the regular
coarse of library operation on the premises. The institutional rate applies to all
libraries, great and small, but it does not include the making of photocopies
for other institutions, commercial or noncommercial orgah!zations, or fulfilling
interlibrary loans. In the interest of maintairning the principle that scientific
journals will be-supported by those who use them, it would seem reasonable for
libraries to increase their photocopying charge to their pa.rons by a few pennies
which in -the course of a year will more than repay the added cost of the insti-
tutional rate.

Beginning October 1, 1972, we will license each of the 11 regional libraries
engaged in the interlibrary loa program at a rate of 5¢ per page per copy for
each photocopy of articles appeaAng in our journals supplied to other libraries.
In connection with this license, we should like to make the following comments:

1. Although we believe that the receipts from interlibrary loan payments
will be less than 1% of the journals' total income we nevertheless look upon
them as essential to the long-time health of the journals. We can visualize the

ultimate case when only the regional libraries will subscribe to some of our
journals and if that time should come, the income from library loan photo-
copies will be vital to the journals' support.

2. As closely as we can estimate we do not expect to receive more than $500
per year per regional library on the average. Even the N.L.M. will probably find
the cost in the n .ghborhood of $1,000 annually which is the cost of 20 average
journal subscriptions.

3. We understand that records are currently Irept of all interlibrary loan
transactions and therefore only a slight additional effort will be required to
account for payments to the copyright owner. We propose such payments being
made semi-annually.

4. We think it reasonable for regional libraries to add 5¢ per page to the
charge which we understand most now make for supplying photocopies on inter-
library loans. Not only will this recover to the library the payments made to
us but also will allow the real users of the journals to share in their support.

5. The opinion of Commissioner Davis of the Court of Claims in our suit
against the Government is an authoritative Judicial interpretation of the Copy-
right Act as it applies to library photocopying and will remain so unless or
until it may be altered on appeal.

This letter is being sent to each of the regional libraries well in advance of
our normal billing time so that everyone will have time to digest and discuss
our plan. We, of course, welcome the opportunity to discuss any aspect of this
plan with you. We hope that by the reasonable nature of our position you will
accept our continued affirmation that we are not adversaries but rather con-
cerned public who look upon you as valued customers and colleagues.

Sincerely,
WILLIAM M. PASSANO,

Chairman of the Board.

EXHIBIT 6

DEPAuTMENT OF' HEALTH, EDUCATION, AND WELFARE,
PUBLIC HEALTH SERVICE,

NATIONAL INSTITUTES OF HEALTH,
Bcthcsda, Md., July SI, 1972.

,.r. WILLIA1 MAf. PASSANO,
Chairmt:n of the Board,
The Witl!ams & Wilkin 0o.,
Baltimore, Md.

DEAR ML. PASSANO: I am writing in response, . your letter of June 23, in
which you detail the imminent imposition of institutional subscription rates
beginning with 1973 volumes, which rates will include payment of licensing fees
for photocopying for interlibrary loan purposes, beginning Octol'er 1, 1972.

In connection with the institutional subscription rate, your letter indicates
that the new rate carries with it an automatic license for making single-copy
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photocopies for individual patrons in the regular course of operations on the
premises. Your recent "Statement to Librarians" states that a portion of the
institution rate covers this license. However, you have subsequently indicated
to us that the tintire price difference between the institutional rate and the indi-
vidual rate constitutes payment for this license. It is our position that we would
accede to a rise in price based on an institutional rate which would be applied
"to all libraries, great and small," but could not accept the implication that a
license for photocopying is necessary. We must, therefore, respectfully decline
to pay the institutional rate for our subscriptions, at least during the pendency
or the litigation between us. We would be pleased to renew our subscriptions
at the individual rate, or at an institu :onal rate which does not include a
license for,photocopying. If you insist upon tying the renewal of our subscrip-
tion to the payment of a licensing fee, however, we shall have no option other
than to let them lapse.

You also state you plan to charge a fee of 5 cents per page for each photocopy
made for purposes of interlibrary loans. On the advice ef our counsel, I am
instructing my staff, as well as the Regional Medical Libraries, to refuse pay-
ment of such a fee based on our position in the case before the Court of Claims.
Further, we believe it inappropriate to make any change in acquisition and
interlibrary lending practices until that litigation Is finally adjudicated.

With respect to the Regional Medical LibrircIs, our instructions apply, of
course, only to those items paid for with contract or grant funds from the Na-
tional Library of Medicine. Although we have infor - ed them of the action we are
taking with regard to the institutional subscription rates, we would not presume
to advise them regarding the position to be taken by their parent institution
for services they furnish on their own behalf.

Sincerely yours,
MARTIN M. CUMMINGS, M.D.,

Director.

EXHIBIT 7

JULY 31, 1972.

To Regional Medical Library Directors:
As you are aware, on February 16, 1972, Commissioner James F. Davis of the

U.S. Court of Claims filed a "Report of Commissioner to the Court" on the
copyright infringement suit against the Federal Government by the William &
Wilkins Company. This preliminary report holds that the longstanding photo-
copying practices of NLM and the NIH Library are in violation of the journal
publisher's copyright. The Commissioner's Report is not final and the Justice
Department has filed an exception to the Report with the Court of Claims.

Despite the fact that the case is still being adjudicated, the Williams and
Wilkins Company has informed the National Library of Medicine that begin-
ning October 1, 1972, they plan to license each of the eleven regional medical
libraries engaged in interlibrary loans for photocopying articles -from their
journals at a rate of 5 cents per page per copy. A number of libraries have asked
us for clarification of the NLMI position on these matters.

Until such time that you are informed otherwise, it remains our policy that no
NLIM contract or grant funds may be spent for licensure or royalties for photo-
copying journal articles for interlibrary loan purposes because we believe such
payments to be unnecessary. If it should be ultimately decided that such photo-
copying must be licensed, such costs will then be considered as proper charges
against grant and contract funds.

We cannot a 'ise you in your dealings with Williams and Wilkins Company
concerning services you provide outside the guidelines of the registered medical
library piograms. However, it may be of interest to you to know our position
concern!..t Wliihams and Wilkins Company's new 1973 institutional subscrip-
tion rates ~hich purportedly provide for an automatic license to make single
photocopiesof Journal articles on the premises. We plan to inform the Company
that :we will not pay their new institutional subscription price, but Will pay
whatever subscription rate.they may set for institutions that excludes the license
fee.

We-hope this will assist you In planning for the activities of the NL3I com-
ponent of your library.

MARTIN M. CUMMING8, MI.D.,
Direotor.
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EXHIBIT 8 (A)

The American Library Association (ALA) WASHINGTON NEWSLETTER of
August 11, 1972 contained the statement that follows:

Williams & Wilkins has recently published "A Statement to Librarians" which
announced the establishment of a "Special Institutional Rate" applicable to li-
brary subscribers. Such rate is significantly higher than the regular subscription
rate, involving an average increase of approximately 121½2 percent.

The Statement further advises that libraries may not make lphotocopies of
Williams & Wilkins' works for purposes of interlibrary loan, even if purchased at
the Special Institutional Rate. Moreover, it demands that libraries pay a royalty
to William & Wilkins of 5ec per page per copy on multiple copies of a single work.

Innumerable libraries, librarians, and library trustees throughout the country
have requested advice from ALA as to the response they should make to the de-
mands of Williams & Wilkins.

The American Library-Association is not in a position to prescribe the response
of libraries and librarians, since that response will necessarily vary on the basis
of a variety of local considerations.

However, it should be noted that:
First, a number of leading libraries have individually determined that they

will not renew their subscriptions at the Special Institutional Rate;
Secondc, William & Wilkins' assertion that "a license such as that in the insti-

tutional subscription rate is a legal requirement" is based on a Commissioner's
Report and is not, to date, the decision of the Court of Claims;

Third, the propriety of the Commissioner's Report is being strenuously con-
tested in the Court of Claims by the Federal Government, the Anlerican Library
Association, the Association of Research Libraries, the Medical Library Associa-
tion, and a number of other educational groups and institutions;

Fourth, libraries in which copies are made on coin-operated photocopiers not
under library supervision and control, derive substantially no protection which
they do not already enjoy under the license granted by the Institutional Sub-
scription Rate;

Fifth, general acceptance of the "use tax" concept of the Willial.ls & Wilkins
Institutional Subscription Rate may reasonably be expected to encourage other
journal publishers to levy their own "use taxes" at ever-increasing rates;

Sixth, the Institutional Subscription Rate does not authorize copies for inter-
library loans and thus contemplates a continuing and rigorous restriction on
access to scholarly materials contained in Williams & Wilkins' publications.

Each library must decide for itself whether it will pay a premium for Williams
& NWilkins' works notwithstanding the significant limits imposed on their use,
and on the access to them, by the Institutional Subscription Rate.

EXHIBIT 8 (B)

Special Libraries Association (SLA) has issued the following statement to its
members which was proposed by the SLA Special Committee for Copyright Law
Revision and approved by the SLA Board of Directors.

Through its Special Committee on Copyright Law Revision, the Special Li-
braries Association has been engaged in the ten-year legislative revision effort
that is now before Congress. To special lit aries the rights to photocopy research
materials under a "fair use" principle has been central to the SLA concern with
the revision of the copyright law. Based on a recommendation from its Special
Committee, the SLA Board of Directors in 1964 reaffirmed the principle of "fair
use" as follows:

"A library owning books or periodical volumes in which copyright still sub-
sists may make and deliver a single photographic reproduction of a part thereof
to a scholar representing in writing that he desires such-reproduction in lieu of
a loan of such publication or in place of manual transcription and solely for thte
purposes of research."

In view of the recent Williams s Wilkins report, it is now deeme;; 'sirable
that the Association take a position on the photocopying issue for the slidance of
the Association's members. Whether adopted or rejected by the U.S. Court of
Claims, the iVilliams & WVilLins report Implies that libraries will be responsible
for reinmbursing publishers through a subscription surcharge, a per page licens-

,lg-iee or a similar royalty arrangement. Increased costs to all special libraries
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will plainly result. Depending on the basis of reimbursement, any of these
schemes will encumber the administration of special libraries and will burden
their staff everywhere with unnecessary tasks, thus detracting from important
functions. Moreover, an inevitable consequence of the opinion, should it stanuI,
would be the inhibition of the business, education and scientific research co.n-
munities who are the principal users of special libraries.

Pending fial judicial action, the Association advises its members to continue
copying practices followed heretofore. In the event that individual libraries are
approached by publishers desiring to negotiate licensing agreements, royalty pay-
ments or subscription surcharge agreements, such requests should be referred to
the legal counsel of their company or library, with advice to SLA's New York
office of such actions.

EXHIBIT 8 (C)

The following statement was included in the August 1972 issue of ,ILA
NEWS, a publication of the Medical Library Association.

However firmly Williams & Wilkins may be convinced that the Davis report
on the copyright suit against NLM and NIH is law, just as firmly the Medical
Library Association is convinced that the case is sub judice. Williams & Wil-
kins has demonstrated its conviction by announcing, for the journals that it pub-
lishes, special institutional subslcription rates, higher than those charged indi-
vidual subscribers, "which provides for an automatic license to make single-
copy photocopies of articles" for library patrons (but not for inter-library loan).
The right of WIilliams d TWilkins to seek such additional payments is tie sub-
ject of review by MLA's legal counsel.

Obviously the Medical Library Association believes that the Williams &
Wilkins subscription/photocopy "package" is not in the public interest. Libraries,
however, must decide individually whether or not they want to accept this type
of proposal. They must weigh the fulfillment of immediate needs against the
possibility of weakening the case for legislative provision of single-copy photo-
copy for medical research and physicians' study. They might also confer with
their own institutional counsel.

We are aware that librarians are very conscious of their responsibility for the
library's collection. As a means of maintaining the integrity of the collection,
they might seek contributions of Williams & Wilkins periodicals to the library
by individual subscribers.

Whatever action is decided upon, we suggest that individual- institutions and
libraries make their opinions known to Williams & Wilkins, to the National
Library of Medicine, to the Department of Justice, Civil Division, attention of
Thomas J. Byrnes, and to the Medical Library Association.

EXHIBIT 9

DEPARTMENT OF EIEALTH, EDUCATION, AND WELFARE,
NATIONAL INSTITUTES OP HFALTH,

Bethesda, Md., September 12, 1972.
EUGENE B. BRODY, M.D.,
Editor, Journal of Nervous and Mental Disease, Institute of Psychiatry and

Human Behavior, University of Maryland School of Medicine, Baltimore,
Mdl.

DEAR DR. BRODY: We are addressing this letter to you in your capacity as
Editor of the Journal of Nervous and Mental Disease. As you probably ore
aware, your publisher, the Williams and Wilkins Company, has been invo...d
in a copyright infringement suit against the Federal Government. Last February,.
a report was rendered on the case which was heard before a Commissioner of
the U.S. Court of Claims. Subsequently, the Williams and Wilkins Company
proposed a new subscription rate schedule for institutional recipients which in-
cludes an automatic photocopying license for library patrons and a royalty of
five cents per page for articles copied for interlibrary loan.

We have indicated our willingness to pay higher subscription rates; however,
we cannot accept the implication that a license for photocopying is necessary. We
are therefore faced with the prospect of lapsing the Library's subscription to
your Journal.
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For .many years, the National Library of Medicine has indexed the articles
contained in your journal and we would be pleased to continue to do so in the
future. However, if we are not able to obtain a regular subscription this will
no longer be possible unless some other means of acquiring your journal is
found.

I thought you should learn in advance why we may no longer be able to index
your journal rather than have you discover this after the fact.

Sincerely yours,
MARTIN BI. CUMMINGS, M.D.,

Director.

EXHIBIT. 10

THIE WILLIAMS & WILKINS CO.,
Baltimore, Md., October 2, 1972.

To OUR CUSTOMfERS AND FRIENDS: After many discussions with librarians,
administrators, scientists, and scholars, The Williams & Wilkins Co. has arrived
at an arrangement concerning ,he photocopying of copyrighted material which
we hope you and the rest of yoLr library staff will find appropriate.

BACKGROUND Or W&W POSITION

First, let us say that we have been publishing medical journals since 1909 and
It is our hope and intention to continue doing so for as long as we are able. In
most instances, the journals we publish have made modest earnings for their
societies as well as a fair margin of profit for The Williams & Wilkins Company.
This, we feel, is a reasonable and proper situation. We also feel, and have always
felt, that our function as publishers is an important and necessary one to the
rapid dissemination of scientifle information. Neither the medical society nor
The Williams & Wilkins Company is in the publication business to make a quick
killing or exorbitant profits. But as publishers and businessmen, we would be
remiss if we did not consider all the factors that influence the economic viability
of our journals. For when this economic viability is threatened, so too is the very
existence of the journals and their role in the spreading of vital medical and'
scientific information. Over a period of time, an exhaustive analysis of the
situation convinced us that uncompensated photocopying could lead to the demise
of the scientific journal as we know it. We did not, and do not, wish to dis-'
courage scholars and physicians from photocopying Journal articles. In fOdt,
we encourage this as a most logical and practical method of disseminating in-
formation. It is our contention, however, that the costs of the journal Lnust be
spread equitably among all its users to offset the. lo;, es in revenue due to
dwindling subscriptions.

W&W VERSUS THE UNITED STATES

To establish this principle, we eventually found it necessary to bring suit
against the federal government. In February 1972, Commissioner J'nems Davis
of the U.S. Court of Claims ruled in favor of The Williams & Wilkins Co.,
thereby upholding our contention that we are entitled t,) "reasonable and entire
compensation for infringement of copyrights." Our actiofs following this decision
has been consistent with our long term objectives, which are to continue pub.
lising journals and thereby serve the scientific community, while earning revenue
for their societies and a reasonable profit for ourselves.

W&W'S FIRST PROPOSAL

Instead of -esolving the copyright situation, however, Commissioner Davis'
ruling seemed only to generate hostility and' confusion. Part of this confusion,



we must confess, was brought about as a result of our own action. Since we
deemed it desirable to implement the ruling as soon as possible, The Williams &
Wilkins Co. established a plan that would spread the cost of our journals among
all of their users while continuing to allow +he unimpeded flow of knowledge.
As you know, our plan called for a modest rise in the journal subscription rate
to institutions which would include a reproduction license. In return for this
license-which, Incidentally, averaged les. than four dollars for the 56 year
term of the copyright-we proposed to allow unlimi' . single-copy reproduction
of all articles, current and past, in journals publishe&' y The Williams & Wilkins
Co. carrying an institutional rate. (For a complete list of these journals, please
see enclosure.) In addition, the plan called for a five-cents-per-page fee for inter-
librars loa.L reproductions. Since it is our position that a Commissioner's ruling,
unless reversed, has the full wmeight of law, it seemed logical that we proceed
from his decision by requesting that the institutional reproduction fee be paid.
Perhaps naively, we did not anticipate the strenuous objections by some seg-
ments of your library community. Until 'the government's appeal has been
processed, it is their contention that the ruling does not have the weight of law
and that compliance with our new procedures would imply acceptance of our
position.

REACTION TO THE PROPOSAL

To further complicate the situation, during the months following our pro-
posed plan announcement, much confusion and conflicting reports circulated as
to our intentions. Some exaggerated charges stated that our subscription rates
would soar to four or five times what they are at present; it was charged that
burd nsome bookkeeping would be required by librarians; some claimed that we
even wished to curtail the practice of photocopying altogether. As a result of
these charges, an atmosphere of distrust was created with both sides main-
taining that they could l.ot compromise their legal positions. In a letter to The
Williams & Wilkins Co. of July 31, 1972, the National Library of Medicine,
stated that it is its position that it would accede to a rise in price based on an
institutional rate to all libraries, great and small, but could not accept the
implication that a license for photocopying is necessary.

THE SOLUTION

In order to allow the NLBI and all libraries to subscribe to W&W journals at
increased rates and include them in Index 3fedicus, we now accept the NIH-NLM
position. Our new institutional rates, which we shall continue to request, shall
have no connection whatever with a license to photocopy, implied or otherwise.
In short libraries may continue to supply their uses with royalty-free, single-
copy reproductions of W&W journal articles as they have done in the past.

As stated many times, we have no desire to obstruct the dissemonation of scien-
tific information betiween library and scholar, which would certainly be th.% result
of cancellation of subscriptions. Further, in the same spirit, we are, again without
prejudice, withdrawing our proposal for the five-cents-per-page inter-library loan
fee until the appeal of our case has been heard. In the meantime, we hope to work
with libraries in an effort to develop a solution which will be mutually accept-
able. Both of these concessions have been made with a sincere desire to see that
there is no interruption whatever to the flow of scientific information between
you and your patrons which would result from subscription cancellations. We are
sure this desire coincides with your own objectives.

To facilitate greater cooperation, please feel free to call M '. Andrea Albrecht
collect, c/o The Williams & Wilkins Company, with any quesions, comments, or
suggestions you may have.

Sincerely,
WILLIAM M. PASSANO,

Chairman of the Board.
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JOLBNALS WHICH CARRBBY BOTH AN INSTITUTIONAL RATE AND AN INDIVIDUAL RATE

Acta Cytologica ($19.50) Journal of Trauma ($27.00)
American Journal of Physical Medicine Journal of Urology ($40.00)

($14.00) Laboratory Investigation ($45.00)
Current Medical Dialog ($11.00) Medicne ($15.00)
Drug Metabolism and Disposition Obstetrical and Gynecological Survey

($42.00) ($29.00)
Fertility and Sterility ($38.00) Pediatric Research ($32.00)
Gastroenterology ($35.00) Pharmacological Reviews ($18.00)
Investigative Urology ($22.50) Plastic and Reconstructive Surgery
Journal of Criminal Law, Criminology ($30.00)

and Police Science ($18.50) E ologicalTechnology ($11.00)
Journal of Histochemistry and Cyto- Sc Science ($23.00)

chemistry ($33.00) Staan Technology ($12.00)
Journal of Immunology ($58.00) Survey of Anesthesiology ($13.00)
Journal of Investigative Dermatology Survey of Ophthalmology ($26.00)

$(43.75) Transplantation ($43.00)
Journal of Nervous and Mental Disease Urological Survey ($16.00)

($23.00)
Journal of Pharmacology and Experi-

mental Therapeutics ($70.00)
NoTE.-Institutlonal rate in ( )

JOURNALS WHICH CARRY AN INDIVIDUAL RATE ONLY 2

Cancer Research ($50.00) British Veterinary Journal ($20.00)
International Journal of Gynaecology Clinical Radiology ($18.00)

and Obstetrics (910.00) Community Health ($12.15)
Journal of Neurosurgery ($35.00) Comparative and General Pharma-
Journal of Biological Chemistry cology ($40.00)

($120.00) Dental Practitioner ($12.15)
Applied Spectroscopy ($15.00) Injury ($17.85)
British Journal of Plastic Surgery Insect Biochemistry ($40.00)

($14.00) International Journal of Biochemistry
British Journal of Surgery ($28.50) ($40.00)
British Journal of Urology ($16.50) Tubercle ($19.85)

NOTE.-Non-Institutional rate In ( )

EXHIBIT 11

THE WILLIAMS & WILKINS CO.,
Baltimore, Md., Jan. 11, 1978.

DEAR LIBRaaRAN: On October 2nd, 1972, we sent you a detailed account of our
changed thinking about licensing the photocopying of copyrighted materials, in
light of the unfavorable responses generated by our original position. That letter
covered the background of our beliefs about photocopying; our suit against
the Federal Government; Commissioner Davls's opinion; our first proposal; and
the reaction to that proposal from members of your profession. We concluded
with a solution to the problem which, to the best of our knowledge, has proved
acceptable to the entire library community.

However, we should like to re-state that solution, as there are still some mis-
conceptions about our changed position.

1) We accept the position advocated by the NIH-NLM.
2) Our new institutional rates (see enclosed rate sheet), have no connuetior

with a license to photocopy, implied or otherwise.

These journals are published by The Wllllams & Wilkins Co. and in most cases the copy.
rik?,t is in the name of W&W.

'These Journals are published by others for which the Williams & Wilkins Co. pert
forms certain services under contract. Policy is set for those journals by their proprietors
and Is not within the province of W&W. The exception Is the International Journal of
Gynaecology and Obstetrics which is published by W&W but carries no Institutional rate.
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3) Libraries may continue to supply their users with royalty-free, single-copy
reproductions of our journal articles.

4) We have withdrawn, without prejudice, our ,proposal for the five-cents-per-
page inter-library loan fee for copying.

We hope that this will help clear up any doubts that you may have had about
our subscription rates and our attitude toward photocopying.

Sincerely yours,
PATRICIA H. MoRRIs,

Subscription Manager.

EXHIBIT 12

APRIL 30, 1973.
Dr. MARTIN CUMMfINGS,
Director, National Library of Medicine,
Bethesda, Md.

DEAR DR. CuMrINGs: We at Williams & Wilkins are most anxious to see a
solution to the interl'brary loan problem. We realize that the problem must be
solved to the satisfaction of the medical libraries as well as to ourselves. Since
my last visit with you, I and my colleagues have given much thought to the
subject.

Let me tabulate some of the requirements which in our opinimn must he met
if a plan is to be mutually satisfactory.

1. It, should not require record keeping or accounting on the part of the
libraries over and above what they are doing at present.

2. It should recognize to, t photocopying is a valuable library tool which should
be utilized whenever the professiunal librarian believes that it is useful.

3. It should compensate the scientific journals for the l6ss of subscription in-
come which is the result of the interlibrary loan procedure.

4. Our established institutions! rate should include this compensation and
our permission for reprography for interlibrary loan and over-the-counter
copying.

5. The monies collected under the plan should be built into the subscription
price of the journals and should be related to the basic institutional rate so as
to assure that future variations will be in direct proportion to changes in that
basic rate.

To satisfy these requirements we have developed the following plan:
The subscription price to the 11 Regional Libraries for the 1974 journals will

be no greater than twice the institutional rate and* for the Medical School
Libraries and the 500 ±+ medical libraries involved in the interlibrary loan opera-
tion no greater than one and one half times the institutional rate.

In all instances where libraries of any size subscribe to two or more copies of
a journal the additional copies will be billed at the individual subscriber rate.
This is with the understanding that the additional copies are for intramural use
and are not to be turned over to a branch of the parent library o- any other
separate institution.

We fully realize that the success of this (or any other) plan is primarily de-
pendent on its meeting with the approval of NLM and upon NLM's willingness
to recommend it to the medical libraries throughout the country. The details
of the plan (but not its principles) should be subject to adjustment as industry-
wide surveys make available additional knowledge of interlibrary loaL operation.

It is our firm belief that you and we agree on th_ realities of this situation and
that there iis a genuine desire on both sides to arrive at an amicable and sa-isfac-
tory solution to the problem. We offer this as such a solution and A e await with
interest your reaction to it.

Most sincerely,
DANIEL H. COYNE,

President, Publishing Services Division.
WILLIAM M. PASSANO, Sr.,

Chatmnan of the Board.

Mr. BRENNAN. The next witness and the last witness on this issue
is the president of the Authors League.

20-344-73-12
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STATEMENT OF JEROME WEIDMAN, PRESIDENT, THE AUTHORS
LEAGUE OF AMERICA, INC.; ACCOMPANIED BY IRWIN KARP,
COUNSEL

Mr. WEIDMrAN. Mr. Chairman and members of the subcommittee,
my name is Jerome Weidman. I am president of the Authors League
of America, a national society of professional authors and dramatists.
The Authors League appreciates this opportunity to present its views
on problems of library photocopying related to the copyright revision
bill.

The Authors League has submitted a statement on the problem of
library photocopying and I respectfully request that it be included in
the record.

Senator MCCLELTLAN. It will be included.
Mr. WmEIDAN. Thank you.
With your permission, I would like to summarize my statement, and

comment very briefly on it. I am accompanied by Mr. Irwin Karp,
who is counsel of the Authors League of America.

Senator McCLrLLAX. Very well.
Mr. WVEIDMrAN. This morning, spokesmen for the publishers of sci-

entific and technical periodicals, discussed the effects of uncompen-
sated library copying. The Authors League shares their view that such
uncompensated reproduction of their articles is damaging and that
the damage will increase. Miuch of their testimony naturally focused
on how library copying of scientific articles affected publishers.

However, library photocopying has also an adverse economic effect
on professional authors. These authors earn all of or a substantial part
of their income from writing. After their works first appear in pe-
riodicals or books, they are often reprinted-with the author's permis-
sion-in anthologies and textbooks. Many authors earn much of their.
income from such reprinting.

Poets and essayists, for example, receive very little when a poem or
essay is published in a periodical. But they may license several dif-
ferent publishers to reprint it in anthologies, or collections. And
although each fee is small, the accumulation of fees can produce a
modest reward for work of substantial literary value.

Under the proposed exemption, libraries could reproduce single
copies of poems and articles without compensation to the author. These
copies can replace several copies of an anthology or book in a library or
college book store. Authors must be compensated for uses of their
works by audiences reached by this new process. Otherwise, they will
be deprived of substantial portions of hlheir incomes.

It must be emphasized thlla this one-time reprinting involves un-
limited copying. Under the libraries proposed exemption, any library
could reproduce many copies of an entire article-one copy for each
of the several individuals who orders it.

Our dispute with the libraries does not involve all library copying.
The controversy centers on the libraries' claim that they must be per-
mitted to reproduce, reprints-of entire articles on any subject. Mor'-
over, the heart of controversy, is not whether they should be permitted
to engage in this copying--but whether colyright owners ehould 5e
compensated when libraries reproduce copies of their works.
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Copyright owners have emphasized that the only real issue is rea-
sonable compensation for library copying of their articles. Copyright
owners have accepted the principle that workable clearance and li-
censing conditions should--and can-be established to provide reason-
able compensation to copyright owners.

The House Judiciary Committee said this is the fair and rational
solution to the problem. But library spokesmen have flatly rejected it.
Therefore, the National Commission should recommend reasonable
licensing systems.

We thank the subcommittee for this opportunity to present this
statement.

Senator MCCLELLAN. Fine. Thank you.
[The statement of the Authors League of America follows:]

SUBCOMMrITEE ON PATENTS, TRADEMARKS AND COPYRIGHTS,
CONMMITTEE ON THE JUDICIARY, UNITED STATES SENATE,

July 31, 1973.

STATEMENT OF THE AUTHORS LEAGUE OF AMERICA ON "LIBRARY PHOTOCOPYING"
AND S. 1361

Mr. Chairman and Members of the Subcommittee: My natme is Jerome
'Weidman. I am president of The Authors League of America, a naticnal
society of professional authors and dramatists. The Authors League appreciates
this opportunity to present its views on problems of "library photocopying"
related to the Copyright Revision Bill. May I request that this statement be
included in the record?

We respectfully recommend to the Subcommittee that:
1. rhe library associations' proposal for a "library reproduction" exemption

should be rejected.
2. The National Commission on New Technological Uses of Copyrighted

Works should be established; and it should investigate and make recommenda-
tions as to

(a) ' vorkable clearance and licensing conditions" for the library re-
production of copyrighted works, the solution recommen:led by the House
Judiciary Report, in those words; and

(b) "such changes in copyright law or procedures that may be neces-
sary to assure for such purposes access to copyrighted works, and to pro-
vide recognition of the rights of copyright owners."

3. Sec. 108 should be revised to eliminate ambiguities which would destroy
the rights of authors and publishers.

4. Section 107 should be retained. However the judicial doctrine of fair use
(which it simply reaffirms) should not be expanded by interpretation, in the

*Committee report, to "normally" include so-called "single-copy" reproduction
·of an entire article.

TEE DEMAND FOB A LIBRARY REPRODUCTION EXEMPTION

The Asscciation of Research Libraries and the American Library Associa-
tion seek an -exemption (through a new Sec. 108(d) (i)) permitting libraries
·or archives (i) to reproduce copies of articles and portions of books and (ii)
to reproduce, under loose conditions, cop s or nhonorecords of entire books or
other copyrighted works. Similar exemptions have been proposed in the past
and rejected by this Subcommittee and by' the House Judiciary Committee. For
the reasons discussed below, the Authors League urges the Subcommittee to
reject the library associations' current effort:to create this damaging limitation
on, the rights of authors and other copyright owners. "Copyright Owners", it
*should- be noted, include authors, non-profit societies which publish technical
.and scientific journals (e.g. American Chemical Society), non-profit publishers
of 'books and journals (e.g. the university presses represented by The Associa-
-tion of American University Presses); and for-profit publishers.
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Tb e Context of the 88ssues
Clause (1) of tic -roposed library exemption would allow libraries to engage

in unauthorized, ., compensated "one-at-a-time reprinting" of entire articles,
and portions of bot.', and other works.

"One-at-a-time reprinting" is not ai, argumentative or pejorative term. It
is a phrase used by experts to descrbe the process of disseminating articles,
chapters from books, and entire books to readers and users-by reproducing a
single reprint to fill each individual order. Each copy, made by Xerox or other
process, is an exact reprint of the original-line by line, letter by letter, as
originally set in type. The process of one-at-a-time printing is now well-estab-
lished. It is used by commercial reprint publishers, such as University Microfilms,
to supply copies of older books to individual customers," it is used by journal
publishers; and it is vigorously employed by several large libraries which
serve as reprint centers for the patrons of many other libraries.

The process involves unlimited reproduction of copies of a given article or
other work. The reprint publisher produces one copy for each order; but it
produces as many copies of a work as there are orders for it. Similarly, under
clause (1) of the librarians' proposed exemption, any library could reproduce
many copies of an entire article or portion of a book-one copy for each of the
several individuals who orders it. And any library could reproduce many
"single copies" of each article in a periodical issue, so long as it provided one
copy per order.
Tlhe Issues-Alnd Positions of the Parties

Copyright owners agree that certain copying of copyrighted works can be
done by libraries without permission or compensation-i.e. ccpying which falls
within the scope of fair use. And librarians agree that some library reproduc-
tion of copyrighted works is, and should be, copyright infringement.

But there is sharp disagreement over library reproduction of entire articles,
and similar portions of entire books. Library spokesmen demand that libraries
be permitted to reproduce copies of any article and distribute them, 6ne-at-a-
time, to persons who order them, without the copyright owner's permission or
compensation. While library spokesmen have foerssed their demand on scientific
technical and scholarly articles, their proposed exemption would give libraries
the power to reproduce copies of any article or "similarly" sized portion of any
book or other work.

Libraries seek power to reproduce these copies without compensation to the
copyright owner-even though (1) copies are available from the copyright
owner, directly or through its licensed reproduction service, or/and (2) the
copyright owner will authorize the libraries to make the copies, provided ret 'n-
able compensation is paid to the copyright owner under "workable cleorance
and licensing conditions."

Copyright owners contended that such unauthorized, uncompensated library
reproduction of entire articles and "similarly" sized portions of entire books
and other works is not permitted, and should not be permitted, under the
Copyright Act. They have made it clear that the only real issue is reasonable
compensation to copyright owners for 1" rary one-at-a-time reprinting of their
articles and other works. Copyright owners have accepted the principle that
"workable clearance and licensing conditions" should-and can-be established
to authorize libraries to produce copies of these materials, and to provide reasoi.
able compensation to copyright owners.

"Workable clearance and licensing conditions", as the House Judiciary Com-
mittee emphasized (Rep. 83, p. 36) are the fair and rational solution to the
problem. But library spokesmen have flatly rejected It-in discussions with
representatives of copyright owners, and in their current demand for an exemp-
tion permitting this type of one-at-a-.time reprodu 'ion 'by libraries. Library
spokesmen have contended that copyright owners must not be compeneated.
Their position poses two paradoxes. First, libraries do pany to reproduce copies
of entire articles and other works; they pay the Xerox company and other
manufacturers of equipment and supples very handsome com;.nsation for
providing the tools of one-at-a-'ime reprinting; they pay their emploiyees for
the work involved in producing the copies; the reprinting libraries often charge
substantial amounts to other libraries for reproducing copies for their patrons.
Second. librarians are deciding that public funrtds or funds provided by tax-
deductible contributions should not be used to compensate those who make their

1 Unlversity Microfilms seeures ieenses from the eopyright owners and pays them
royalties.
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one-at-a-time reprinting possible-the copyright owners who produce the articles
and book; that are the grist for their reproduction mills. By contrast, librarians
have also made the decision that the cost of producing the copies must be ab-
sorbed by libraries, and no charge made to the readers and users.
The Proposed Library Excnmption Destroys the Balanced Solution Envisioned by-

Congress
The reports of the Iouse Judiciary Committee, and the draft Report of this

Subcommittee, envisioned a 3-part solution to the problems of library copying
which would serve the legitimate needs of library patrons, protect the right of
copyright owners to reasonable compensation for the use of their property (and
for their investment and work in creating it), and preserve the independent,
entrepreneurial system of creating and disseminating works of literature,
science, technology and art. The solution is based on three components: (1)
fair use; (2) "workable clearance and licensing conditions", and (3) the prin-
ciple of "availability", underlying Sec. 108 of S. 1361. The librarians' proposed
library reproduction exemption destroys t?. balanced solution.
(1) Fair U8e

As the House Judiciary Report, and the draft Report of this Subcommittee
indicate, the doctrine of fair use applies to libraries; and library copying which
is a fair use can be done without the permission or compensation of the copy-
right owner. The House report said: "Unauthorized library copying, like every-
thing else, must be judged a fair use or an infringement on the basis of all the
applicable criteria and the facts of the particular case." (H. Rep. No. 83, p. 36).

A principle purpose of the proposed library reproduction exemption is to
alter trlhtt concept, and permit all library copying of entire articles and similarly
sizeI parts of books and other works. If the library exemption simply authorized
copying which wats fair use. it x:Nt 'd he unnecessary, and should be rejected to
avoid confusion. To the extent that it permits unauthorized, uncompensated
library copying which exceeds fair use, the exemption should be rejected because
"it i.- more sweeping than is necessary". and-would wreak great injury on
copyright owners, while at the same time destroying the balanced solution that
would fairly serve the legitimate rights and needs of all concerned.

The proposed library exemption seeks to legalize the very type of uncompen-
sated library reproduction of entire articles which Commissioner Davis held
was infringement, and not fair use. in Williams £ Wilkins v. United States.
His opinion carefully analyzed-and rejected-the claims of the American Li-
brary Association and Association of Research Libraries that such wholesale
copying was fair use. His findings and opinion were appealed by the government
to the Court of Chlins. and its opinion is awaited. But regardless of the olltcome,
the Authors League contends that such unauthorized. uncompensated one-at-a-
time reprinting of entire articles should not be permitted by the Copyright Acl,
because of its unfair and damaging impact on copyright owners, and the inde-
pendent, entrepreneurial copyright system of disseminating suoh works. It is
precisely this type of library reproduction which, the House Report emphasized,
should be conducted under "workable clearance and licensing conditions"-with
payment of reasonable compensation to copyright owners.
(2) "Workable Clearance and Licensing Conditions"

The 'e.lse Judiciary Committee prescribed "workable clearance and licensing
conditions" as the second component of a balanced solution. It urged all parties
concerned "to resume their efforts to reach an accommodation." Some librarians
have recognized that a clearance and licensing system, with reasonable payment
to copyright owners, is the rational method perwrittin,, :library reproduction of
copies of entire articles and saitilarly sized port. .. , of books. Copyright owners
have accepted this principle, aind have sought to develop such systems in coop-
eration with library spwe.smar 'The latest effort occurred in March, 1973 when
representatives of learned socii.Les,-university presses, authors and other journal
publishers met in Washington with a large group of library spokesmen, includ-
ing representatives of The American Library A ssociation and Association of Re-
search LibrarY . For two days the group disciefsed various ' acts of clearance
and licensing systems for 'brary reproduction of journal articles. Plans were
made for a subcommittee to continue tile work. But the entire effort collapsed
because too many library leaders stubbornly adhercd to their earlier position that
libraries must have the power to engage in uncompensated reproduction of
copies of journal articles-and that copyright owners must be denied compensa-
tion. They refused to continue the.,oint effort.
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The stubbornness and unreasonableness of library spokesmen should not be
rewarded by giving their constituents, the libraries, the power to engage in un-
compensated reproduction of articles and similarly sized portions of books. Such
reproduction can be done under fair clearance and licensipg systems. And those
systems can be developed by the machinery designed b1 this Subcommittee for
that purpose-The National Commission on New Technological Uses of Copy-
righted Works.
. Moreover, the proposed library exemption is a totally unnecessary abrogation
of copyright owners rights, in view of the principle of "availability".
(S.) The Principle of "Availability"

Section 108(d) permits libraries to reproduce-for their patrons, or patrons
of other libraries-single copies of any work that is not "available" from desig-
nated sources. As indicated below, The Authors League believes that certain
revisions should be made in the section to remove ambigu'ties that would deprive
copyright owners of essential rights. However, the principle of "availability'"
assures that the patrons of libraries can obtain reprints of entire journal articles
and similarly sized portions of books. If the copyright owner will not provide a
copy of the article., directly or through its authorized reproduction service, the
library may produce a reprint, without permission or compensation.

In a series of meetings held in 1972, representatives of journal and book pub-
lisher, and authors, met with library representatives to discuss Sec. 108 and the
principle of availability. Library spokesmen indicated that their principal con-
cern was assuring that reprints of scientlfc, technical and scholarly arteles were
"available"--i.e. could be provided-to patrons who requested them. Some li-
brary spokesmen also recognized that library reproduction of copies of 'these
articles should not be permitted where the-journal publisher was making coiies
available directly, or through its authorized reproduction service. A proposed
revision of Sec. 108(d), suggested by a library representative, was drafted.
Although it would have increased the obligations of publishers under Sec. 108
to assure "availability" of reprints Gf ar.;Iles, it was summarily rejected by
The American Library Association and As . ation of Research Libraries. The
reason is simple: their spokesmen insist that libraries must be permitted to re-
produce copies of articles without compensation even though the journal pub-
lisher is making copies available, directly or through an authorized reprint
service. This destruction of the copyright owner's right, and denial of needed in-
come,.cannot be justified under the principle of "availability. ' Where the copy-
right owner provides copies of the article, as many publishers do, libraries should
not be allowed to engage in uncompensated reproduction of these copies. If li-
braries wish to provide copies to patrons faster than the publisher does, then they
should work with copyright ownems :o establish "workable clearance and li-
censing conditions."

However, library spokesnmen-with some notable dissents-have arbitrarily
rejected the 3-part balanced solution. They will have no part of "workable clear-
ancenand licensing conditions", or a reasonable concept of "availability" which al-
lows uncompensated library reproduction only when thepublisher is not provid-
ing copies. They continue to demand the power to engage in uncompensated re-
production of journal articles and similarly sized portions of books, despite the
gerioas.injury this would inflict on copyright owners and the copyright system.

The Libra , Excemption Would Injume Oopyright Owners and the Copyright
Systemt

(1) Unquestionably, the proposed library reproduction exemption would re-
duce subscribers to scientific, technical and scholarly journals'by libraries, who
are their principal subscribers (and by individual subscribers). Librarians have
candidly admitted that this is the purpose of library reproduction of journal
articles. The attrition occurs at two levels. Some libraries took multiple subscrip-
tion to heavily used journals so that several patrons could use them 'at the
same time. Now one subscrlption suffices, since it is used to repr,,duce copies of
articles for each user who wants them.

(ii) On the second level, library reproduction of journal .ticles allows many
libraries to eliminate all subscriptions to many journals. When patrons of these
libraries want an article, the library forwards the order to a central library
which reproduces a single copy of the article for the patron. Library spokes-
men, with a penchant for confusing euphemisms (e.g., they label unlimited
library copying of articles as "single copying" because the copies are produced
one-for-a-customer) blithely characterize these reprint transactions as "inter-
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library loans". In truth, no loan is involved. The reprint is supplied to the
patron who ordered, and he keeps it-it is his pi )pe:ty. Admittedly, library
reproduction of journal articles is designed to pern.it . few libraries to serve
as one-at-a-time reprint services providing copies )f articles to many other
libraries who will not have to subscribe to these sciet..fic, technical or scholarly
journals. The government libraries involved in the Williams and Wilkins case
engaged in this "wholesale" one-at-a-time reprinting of journal articles. E,tch
year, their Xerox machines churned out thousands upon thousands of reprints
of journal articles-one-at-a-time-to fill the orders of patrons of other libraries
as well as their own patrons.

Under these circumstances, the proposed exemption is bound to deprive journal
publishers of income from subscriptions that are not renewed, and additional
subscriptions that are not placed because of library reproduction of their articles.

,(lii) Moreover, the proposed exemption would deprive jour'al publishers of
compensation for uses of their works by audiences reached by the new process
of dissemination--one-at-a-time reprinting of articles. Doctors, engineers, sci-
e 'ists in every field and other potential readers can survey the contents of
many journals through-abstracts-then order reprints of the particular articles
that interest them. They are not readers of "journals". They are an audience
served directly by reprints of articles. This process of dissemination will con-
tinue to expand, for each journal article is a separate (and separately copy-
rightable) work, unrelated to the other articles in the issue. One-at-a-time re-
printing permits users to acquire copies of only the particular works-i.e. sep-
arate articles-they want to read.

Similar developments .of new processes for disseminating literary, musical
and dramatic works have occurred frequently: e.g., motion pictures and tele-
vision (to supplemeilt-the stage), the phonograph record, radio and tape record-
ings (to supplement sheet music). The paperback book revolution created a
process of disseminating books--in low priced editions, through mass dit-ribu-
tion-to an audience many times greater than that reached by the convention
method of distribution, hard-cover "trade" editions.

Until now, authors and publishers have been compensated for uses of their
works by audiences .:ached through these new processes if dissemination. How-
ever library spokesmen now ask Congress to impose an exemption which would
deprive journal publishers of payment for uses of their works by the increas-
ing audience reached by the one-at-a-time reproduction of their articles. This
means that innumerable readers who will benefit from the publisher's work
in editing, printing and distributing its journals will not help defray any part
of the -publisher's cost of doing the work which made the articles "available"
in the -first place. These costs continue to rise, though subscriptions remain
static, or decline. Deprived of income which they need and are entitled to
receive, publishers will be obliged to discontinue many scientific, technical and
'cholarly journals.

(iv) The proposed library exemption would also damage authors of poetry,
fiction, and books and article. on -current political and social problems, bi-
ography, history and a wide range of subjects. After these works first appear
in periodicals or books, they are often reprinted-with the author's permission-;
in- antholc3. is, text books, periodicals and other books (such as collections of
an author's poetry, short stories or articles). Many authors earn a substan-
tial part o 'heir income from such reprinting of their works. Indeed, some earn
the majo- ;art of their compensation in this manner. Poets and essayilsts, for
example, receive very little when a poem or essay is published in a leriodicti;

but they may license several different publishers to reprint the poem or essay
in anthologies or collections. And although each fee is small, the accumuia-
tion of fees can produce a modest reward for work of substantial literary val-
ue. Authors of books also earn a significant part of their compensation, in many
instatees, 'from permitting the reprinting of excerpts-of similar size to periodi-
cal articles-in anthologies, textbooks and other collections.

Under the proposed exemption, libraries-ineluling college and utniversity
libraries--would have the power to reproduce single copies of poems, artieles and
eetions of books, without compensation to the anthpr. The process bf supplying

.these copies--e.g. one to each student in a university class in literature or po-
litical science-can replace several copies of an anthology or hook in the library,
or several copies of a paperback collection or text in the college bookstore. Un-
less authors are compensated ?Ior uses of their works by audiences reached by
the new process of one at-a-time reprinting, they will :be deprived of a sub-
stantial portion of their income.
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(v) As we have noted, the proposed library exemption would permit an ac-
cumulation of uncompensated copies of a given article or similarly sized excerpt
from a book. Any one library could reproduce several copies of the work, "one-
at-a-time." And may .libraries could do the same thing. "Isolated instances of
minor infringenments," as the Subcommittee's draft report noted, "when multi-
plied many times, become in the aggregate a major inroad on copyright that
must be prevented." Library spokesmen argue that uncompensated library re-
production poses no threat to publishers and authors. But in 1967, according to
the Sophar & Ileilpron report for the Office of Education, "It is estimated that in
1967 one billion copyrighted pages were copied in the U.S."

The library spokesmen can hardly guaraiitee that the proposed exemption
will not seriously injure publishers of journals,,or authors. Moreover, the pro-
posed exemption does not, and could not, draw a line-limiting the injury a pub-
lisher or author would suffer before. libraries will cease one-at-a-time reprinting
of his articles or portions of his books. And in.the light of copyright history. it is
dangerous to assume that the process of uncompensate'd library copying will not
inflict substantial damage. Starting with the phonograph record, every new proc-
ess of disseminq ion was greeted initially by the same '-'it's not a real threat"
attitude the library spokesmen have voiced on the techniques of one-at-a-time
reprinting.

(vi) One of the gravest dangers of the proposed library exemption is the ad-
verse effect it will have on independent, entrepreneurial system for creating,
publishing and disseminating journals, books and other works. The "economic
philosophy" underlying the copyright clause was that such a system was prefer-
able to patronage by governments or wealthy institutions. Because the copy-
right owner was entitled to compensation from users of his work, he could make
the expenditures necessary to create, edit, publish and dissexminate it. Through the
payment of royalties and other compensation, users in effect shared in defray-
ing the costs of producing the materials they desired. But, as we have noted,
proposed exemption would deprive journal publishers, and authors, of sub,
stantial part of this needed income--compensation for uses of their works by
audiences reached by the one-at-a-time production of their articles or portions
of their books. It is regrettable that library spokesmen refuse to recognize the
serious danger their exemption poses to the independent, entrepreneurial system
of publication and dissemination which is essential to them, and-more im-
portantly-to their patrons.

(vii) It should :be noted that library reproduction of articles is not merely
"note taking", nor a substitute for copying by individual readers. Persons who
obtain reprints of articles from a library copying service or the publisher are
not taking handwritten notes. They are acquiring reprints of printe~d articles, 10,
20, 30 or more pages long-just as they buy or acquire other published materials,
to avoid the dozens of hours it would take to copy that much by hand. Nor could
library patrons reproduce the copies themselves. Many patronize libraries that
do not have the journals: the copies are reproduced for them by other libraries
dozens or hundred of miles away. And where the patron's own-library subscribes
to the journal, it will prod.ce and deliver a reprint of the article he wants (rather
than lend the journal)-so that it can keep its one issue available to reproduce
copies of articles for other patrons, and avoid losing this reprint master through
wear and tear, readers' negligence, or theft.
·The "Philosophical" Arguments

In the ptit, the librarians have accompanied their demand for the proposed
exemption with ah assortment of "philosophical" arguments: e.g., copyright is
a monopoly, it is not property but a "privilege." Should it become necessary to re-
spond to these familiar gambits, we respectfully direct the subcommittee's at-
tention to our accompanying statement on the "Educational Exemptioii," de-
manded by the National Education Association and other groups.

TIIE NATIONAL CONMMISSION

Although the House Judiciary Committee Report urged the pairties to jointly
develop "norkalle clearance and licensing conditions," efforts to-do so have col-
lapsed because library snokesmen opposed this phase of a fair and balanced
soluiion to the problem of library photocopying.

It is therefore essential that the National Commission on New Technological
Uses of Copyrighted Works be established. And that the Commission proceed, as
intended by Title .I of S. 1361, to study and make recommendations as to "work-
able clearance and licensing conditions" for library reproduction of articles and
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similarly sized portions of books and other works. Much of the information is
already available. Practical proposals have been made by various informed indi-
viduals, including librarians who favor a licensing system. There are no real
obstacles to a reasonable solution-except the position of library spokesmen that
authors and publishers are not enttiled to any compt,-sation for library one-at-a-
time production of their articles and similarly sized portions of fheir books.

REVISION OF SECTION 108

Sec. 108 (d) would permit uncompensated library reproduction of copies of
.any work when an- unused copy "cannot be obtained at a normal price from
commonly known trade sources in the United States including authorized repro-
ducing services." There are certain ambiguities in the section which could
seriously damage the rights of authors and publishers. These involve such ques-
tions as what "trade sources" are included, what time intervals make the privilege
operative, and what is a normal price. A careful and thorough analysis of these
ambiguities has been prepared and submitted to the Subcommittee by the firm
of Linden and Deutsch. Their memorandum indicates the principal di.Lculties
posed by the section; and we respectfully urge that it be revised to overcome
-them. We also urge that the revision incorporate the suggestions made by the
Association of American Publishers. Finally we urge the revision take account
of the difference between various categories of works. MIany literary works, for
example, are reprinted periodically, as the demand for the work warrants it.
if libraries could reproduce copies during these intervals because a copy was not
available from trade sources, this could eliminate the possibility of any further
reprintings-depriving authors and publishers of income. It would appear that
the problems posed b6 Be. 108 (c) and (d) could be solved more readily by the
Commission; and that it might be preferable to enact Sec. 105, pending the
Commission's recommendations, in the form enacted by the House of
Representatives.

THE SUBCOMMITTEE'S INTERPEETATION OF FAIR USE

As the Subcommittee's draft report indicates, Sec. 107 of S. 1361 "is intended
to restate the present judicial doctrine of fair use, not to change, narrow or en-
large it in any way." We have always supported this interpretation of the sec-
tion's purpose. The draft report further states "Library copying must be judged
a fair use or an infringement on the basis of all the relevan, criteria and the facts
of a particular situation." This is a correct staten,ent of the anl-.ication of the
fair use doctrine to library copying-paralleling the view of the House Judiciary
committee, quoted above. However, the draft report then states: "While it is not
possible to formulate rules of general application, the making of a single copy
of an article in a periodical or excerpt from a book w.)uld normally be regarded
as fair use." We believe this sentence is not a correct application of the doctrine
of fair use, and contradicts the view of the Subcommittee and the House Judiciary
Committee that library copying, like other copying, must be judged for fair use
purposes on the basis of all the relevant criteria and the facts of a particular
situation. We have discussed the damaging consequences of library reproduction
of so-called single copies, which cannot be considered a fair use under all the
relevant criteria. Moreover, library reproduction of single copies is, in reality. a
process wh'ch produces many copies. The crux of Commissioner Davis' opinion
in the W4ll1am , Wilkins case was that the copying done by the government
libraries-one-at-a-time--"is wholesale copying and meets none of tlie criteria
of fair use." We doubt the sentence in question was intended to condone such
copying as fair use. But it may be read that way. We respectfully urge that the
senence be deleted. This would be consistent with the fundamental premises
adopted by this Subcommittee and The House Judiciary Committee that fair use
is a judicial doctrine ("restated" in Sec. 107) and that library copying must be
judged, like allnother copying, by applying the criteria to the facts of a particular
situation.

We thank the Subcommittee for this opportunit- to state the views of The
Authors League on these vital issues.

JEROME WEMIDAN.

Senator MCCLELLAN. Now this brings us to the conclusion of the
witnesses that were scheduled for this morning's session. We are only
a few minutes overtime. We compensated for our lateness in starting
by coming back at 1 :30 o'clock. It is now almost 2.
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I hope now we can move expeditiously so that we can conclude
by 4 o'clock because I do have to leave at that time,

All right. Call the next witness.
Mr. BRENNAN., Mr. Chairman, the issue for the afternoon session

is the proposed' ad hoc committee amendment for a general educa-
tional exemption. Forty minutes have been allocated to the proponents
of the amendment, the ad hoc committee.

Would you all please come forward?
Senator McCLELTAN. Forty minutes is also allotted to the opposi-

tion.
Mr. BrENNsA. Mr. Chairman, I request that the text of the pro-

posed amendment appear at this point in the record.
Senator MCCLELLAN. This is the amendment to be proposed by the

.Nitnesses now appearinge
Mr. BRENNAN. That is correct.
Senator MCCLELLAN. A.]1 right, this amendment will appear imme-

diately after you gentlemen are identified in the record. Then the
amendment you sponsored manly be printed in the record.

Mr. BRENNsAN. Dr. WigMrii, would you introduce yourself for the
record?

STATEMENT.O:F THE AI) HOC COMMITTEE OF EDUCATIONAL INSTI-
TUTIONS AND ORGANIZATIONS ON COPYRIGHT LAW REVISIONS,
HAROLD E. WIGREN, CHAIRMAN; ACCOMPANIED BY- AIFRED
CARR, LEGISLATIVE .CONSULTANT, NATIONAL EDUCATION AS-
SOCIATION; ROBERT F. HOGAN, EXECUTIVE SECRETARY, NA-
TIONAL COUNCIL- OF TEACHERS OF ENGLISH; RICHARD J.
SCHOECK, DIRECTOR OF RESEARCH ACTIVIMTIES, FOLGER SHAKE-
SPEARE LIBRARY OF THE DISTRICT OF COLUMBIA, ON BEHALF
OF MODERN LANGUAGE ASSOCIATION; FRANK NORWOOD, EXECU-
TT-VE SECRETARY, JOINT COUNCIL ON EDUCATION TELECOMMU-
NICATIONS; JOHN C. STEDMAN, PROFESSOR OF LAW, UNIVERSITY
OF WISCONSIN; AUGUST W. STEINHILBER, DIRECTOR OF FED-
ERAL AND CONGRESSIONAL RELATIONS, NATIONAL SCHOOL
BOARDS ASSOCIATION; AND HARRY N. ROSENFIELD, COUNSEL
TO THE AD HOC COMMITTEE

Mr. WIGREN. Mr. Chairman and members of the subcommittee, we
have everyone here, I think, except one of our witnesses, and he has
been detained in another hearing, but he will be in shortly. I am going
to ask, in the interest of time, that each of our panel members will
introduce himself as we go through, if you don't mind? I think it
might be easier.

Senlator MCCLELLAN. All right. Just introduce yourselves, and place
this proposed amendment in the record.

Mr. WIGanE. All right.
I am Harold E. Wigren, chairman of the ad hoc'committee of 41

educational organizations.
Senator:,MdCLELiAN. Fine. The amendment to be proposed will be

placed in the record.
[The amendment follows:]



Section . Limitations on exclusive rtights: Reproduction for teaching, soholar-i
ship and research

Notwithstanding other provisions of this Act, nonprofit use of a portion of a
copyrighted work for noncommercial teaching, scholarship and research is not
an infringement of copyright.

For purposes of this section,
(1) "use" ihall- mean reproduction, copying and recording; storage and re-

trieval by e.utomatic systems capable of storing, processing, retrieving, or trans-
ferring information or in conjunction with any similar device, machine or process;

(2) '"portion" shall mean brief excerpts (which are not substantial in length
in proportion to their source) from copyrighted works, except that it shall also
include

(a) the whole of short literary, pictorial and graphic works,
(b) entire works reproduced for storage in automatic systems capable

of storing, processing, retrieving, or transferring information or in conjunc-
tion with any similar device, machine or process, provtded that

(i) a method of recording retrieval of the stored information is
established at the time of reproduction for storage, and

(ii) the rules otherwise applicable under law to copyright works
shall apply to information retrieved from such systems;

(o) recording and retransmission of broadcasts within five school days
after the recorded broadcast; provided that such recording is immediately
destroyed after such 5-day period and that such retransmission is limited
to immediate viewing in schools and colleges.

Provided that "portion" shall not include works-which are
(a) originally consumable upon use, such as workbook exercises, prob-

lems, or standardized tests and the answer sheets for such tests;
(b) used for the purpose of compilation within the provisions of Section

103(a).

Senator MCCLELLAN. Proceed.
Mr. WIGnEN. I appear before you today, on behalf of the Ad Hoc

Committee on Copyright Law Revision, which represents the interests
of teachers, professors, school administrators, elected school board
members, subject matter specialists, educational broadcasters, librar-
ians and, most importantly, students themselves. Actually, we repre-
sent the only major organized group of nonprofit copyright users. Our
clients are students, and they are completely dependent on the ease
with which copyrighted information can be made available to them in
reasonableeproportions. In an information society, Mr. Chairman, the
quality of their education is in your hands and the hands of the com-
mittee. A list of our members is attached to this statement (exhibit
A). For i_,. record I would like to point out that we support the testi-
mony given by the library associations this morning. These groups
arae mnebers of the Ad Hoc Committee on Copyright Law Revision.

I am accompanied today by a panel of representatives of members
andparticipants in the ad hoc committee who-will address themselves
to particular aspects of our position. We will not dwell on some of the
other concerns we havo:in the bill, but instead will concentrate on the
main thrust of this hearing-namely, our proposal that a limited edu-
cational exemption be provided for teachers, scholars,.aird researchers
to use materials for nonprofit purposes in, carrying out their day-to-
day work.

First, we would like to point out to the subcommittee the rationale
for this limited educational exemption. During the past 8 years, the
ad hoc committee has made every eW'ort to maintain contact and d;a-
log with publishers, authors, and materials producers to reach some
type of accommodation which would take into account the interests
of all parties concerned in the revision effort in orderito strike a fair
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balance between the rights of proprietors and the rights of consumers/
users of materials.

Our discussions, however, have been frustrated by the impact of
the recent ruling by Commissioner Davis of the U.S. Court of Claims
in favor of Williams & Wilkins, in its copyright infringement suit
against the National Library of Medicine. Commissioner Davis' re-
port, in our judgnnent, has great impact ii: only on library operations
but also on the ability of the educational community to gain access to
the intellectual resources of this Nation. This ruling, if affirmed by
the entire Court of Claims, would seriously limit the scope and mean-
ing of "fair use." The Commissioner's ruling has caused considerable
consternation and alarm within the educational community not only
because of its effect on libraries but also because it would undercut the
accepted and traditional meaning of "fair use" for teachers. The lan-
guage and rationale are just as applicable against teachers and schools
as against libraries.

Senator AMCCLELLAN. I don't want to interrupt you, but I do think
this question ought to be borne in mind, and I would like for some of
you to give us an answer to it.

Is there any danger of this material drying up or being greatly di-
minished by reason of the inability of the producers to finance the costs
of it unless they get revenues, additional revenues in some other way ?

Mr. WIaORE-. WVell, we think that we are creating markets for the
author's works, and we think that the author needs us and we need
him. We give his works visibility.

Senator MfCCLELLAN. There is no question about that, but if they
can't produce it. and get a return, at least on their investment, enough
to keep them in'business, you are not going to have the material.

Mr. WIGrEN. Well, we are asking for only minimal things in the
course of teaching and learning that wve feel will not undercut at all
theability of the publisher to make sufficient profit, which, of course,
we thiink he should do.

Senator McCLELLAN. But on the other hand, if they don't have any-
body to subscribe for it, they are certainly not going to produce any
of it.

]Mr. WIGREN. That is right.
Senator MCCLELLAN. So we have a problem. There has to be a little

give and take here.
Mr. WIGREN. We understand this and Congress needs to strike a fair

balance between the rights of proprietors and the rights of users.
Because the Williamrs and WVilkins decision ptroves 'the unreliability

or "fair use" for schools and libraries, the ad hoc committee urge.n
Congress to adopt the concept of a limited educational' eenption
which would neutralize the harmful effect of the Commissioner's
opinion on both schools and libraries and at the same time not be
detrimental to publishers or producers of materials. In light of Wil-
liams and Wilkins, our request for a limited educational exemption is
submitted to this committee not in lieu of "fair use" but in -ddition to
"fair use" in the statutes. "Fair use" is generic in nature and is appli-
cable to everyone-commercial and noncommercial user alike. Educa-
tional users need special protection over and above that provided
commercial users because they have a public responsibility for teaching
the children entrusted to them. They work for people-,-not for profit.
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They do not use materials for their own gain, but for the benefit of the
children of all of our citizens, including those of authors and pub-
lishers. This is the foundation stone for American education.

Now, the whole proposed language of the ad hoc committee's recom-
mendation, including definitions and limitations, is attached to this
statement m exhibit B. It is too long to read here because it takes up
a whole page, but I respectfully request that it be inserted into the
record.

Senator McCLELLAN. Let that also be inserted in the record.
Mr. WIGREN. Also I would like to request that exhibit A be inserted

into the record-
Senator MCIiCLL aN. Let that also be inserted into the record.
Mr. WIGREN. In short, the ad hoc committee's recommendation would

enable teachers to make copies or recordings for purely noncommer-
cial classroom teaching purposes of the following, for example:

A short poem; a short story; an essay; amap.
An article from a magazine or newspaper.
A transparency of a chart from a newspaper or from a text

for classroom use.
A transparency of a graph or diagram from a book, newspaper,

or a magazine.
A TV or radio program which is used within 5 school days after

the-recorded broadcast. then erased.
A rendition of a school orchestra for the purpose of self-

evaluation.
A recording of a musical excerpt for the purposes of study.
Excerpts or quotations (such as excerpts from contemporary

writings in a duplicated examination).
The ad hoc committee is not asking for the right to copy an entire

book or novel; a dictionary, reference book, musical score, encyclo-
pedia, magazine, newspaper, pamphlet, or monograph; a motion pic-
ture or a filmstrip. The ad hoc committee is not asking for the right to
make copies of materials originally consumable upon use, such as
workbook exercises, problems, answer sheets for standardized tests;
nor is it asking for permission to anthologize.

In conclusion, we would like to point out that the doctrine of "fair
use" alone is insufficient, in our judgment, to provide the certainty that
teachers and other nonprofit educational users of copyrighted mate-
rials need for their own protection, particularly in light of recent de-
velopments in the Williams and Wilkins case.

In the event that this subcommittee cannot grant our request, the
ad hoc committee will be unable to support the proposed legislation
(S. 1361) unless it is changed in two major respects: (1) unless the
bill specifically provides adherence to the concepts and meanings of
"fair use" which were writtenAinto House Report No. 83, of the 90th
Congress, as amended in the following respects:

(a) The elimination of the expression "no matter how minor" in
reference to the fourth criterion.

(b) The authorization for classroom purposes for limited multiple
copying of short whole works, such as poems, articles, stories, ar-d
esgays.

(C) The application of the full impact of "fair use" to instructional
technology.
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:(2) Unless the decision of the Commissioner in the William and
Wil'kin case is specifically rejected to the extent in which it differs
from that House report, as amended above.

The 41 organizations represented on the ad hoc committee have
thrashed out their differences, and the position we take now at this
hearing'best states the preponderant view of our committee.

I turn now to the panel members. In the interest of time, I will ask
each panel member to introduce himself to the subcommittee and indi-
cate the needs and concerns of the organization or organizations he
represents relative to the ad hoc committee's recommendation to the
Congress.

.Mr. Harry Rosenfield, to my left, is our counsel and we may call
upon him during the question period.

Mr. 1ROSENFmIED. Mr. Chairman, before any other witness speaks,
would it be possible to have the whole of each of these statements put
in the record; they are being read in substance, and not in verbatim
form.

Senator McCLELL.N. We have so ordered this morning that any wit-
ness may 'have his entire prepared statement placed in the record and.
just highlight it cnd supplement it as he may choose.

[The statement of Harold E. Wigren in full follows:]

STATEMENT OF AD Hoc CO]firmTEE (OF EDUCATIONAL INSTITUTIONS AND ORGANI-
zATIONS) ON COPYRIOHT LAW REVISION BY HAROLD E. WIOaEN

Mr. Chairman and Members of the Subcommittee: I am Harold E. Wigren,
chairman of the Ad Hoc Committee '(of 41 educational organizations) on Copy-
right Law Revision, a consortium covering a wide spectrum of organizations
within the educational community which have joined to protect the public inter-
est in the revision of the copyright law. I am a member of the staff of the Na-
tional Education Association, and serve as the NEA's Educational Telecom-
munications Specialist. I appear before you today, however, on behalf of the Ad
Hoc Committee on Copyright Law Revision, which represents the interests of-
teachers, ,professors, school administrators, subject matter specialists, educa-
tional broadcaster., librarians and, most import Lntly, students themselves. Ac-
tually, we represenit the only major organized group of copyright users. Our
clients are students, and they are completely dependent on the ease with which
copyrighted information can be made available to them in reasonable proportions.
In an information society, gentlemen, the quality of their education is in .our
hands. A list of our members is attached to this statement (Exhibit A). For thlie
record, I would like to point out that we support the testimony given by tie
library associations this morning. These groups are members of the Ad Hoc Coii-
mittee on Copyright Law Revision.

Our committee has appeared before you on previous occasions to outline: our
concerns in the critical matter of copyright law revisina. These concerns included:
the need for a clear delineation of "fair use" so that- teachers can know what is
permissible and what is not permissible in the uses of materiils to stiiiulate-
learning. We have still other concerns regarding the copyright legislation now
before you. Because of time constraints, we have set forth those conceens in a
footnote.' We *ill not, therefore, dwell on any of these matters toda!y but instead.
willconcelitrate on the main thrust of this hearing-our proposal that!a limited
educational exemption be provided for teachers, scholars, and resea rchers to use
materials for nonprofit purposes in carrying out theirday-to-day .work.

First, we would like to point out to the Subcommittee 'tlie rationale for this
limited educational exemption. During the past eig.[t.years, the AdHboc 'Com-

I Other concerns of the Ad Hoe Committee: (a) the expansion of the dnration of copy.
'right from 28 year pluiti 28 years In the present law to life of the author Mlum 50 years in the
proposed law (This we feel is unwarranted and will prevent materials from going Into the
public domainfor at':least ;5, years and, in some cases, as much as 120, years.)~; (b) the

labity of nnocently infringing teachers and the excessive penalties ,,hlch are possible
under the proposed law; (c) the need for "fair use"' to-apply to.instructlonal broadcasting-
and to instructional uses or computers and other technologyr; and (d),/ concerns as to the.
composition of the proposed commssion on'the techuological uses of ctpyrighted-works.
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mittee has made every effort to maintain contact and dialogue with publishers,
authors, and materials producers to reach some type of accommodation which
would take into account the interests of all parties concerned'in the revision ef-
fort in order to strike a fair balaince between therights of proprietors and the
rights of consumers/users of materials.'

Our discussions, however, have been frustrated by the impact of the recent
ruling by Commissioner Davis of the U.S. Court of Claims in favor of Williams &
Wilkins, in its copyright infringement suit against the National Library of
Medicine. Commissioner Davis' report, in our Judgment, has great impact not
only on library operations but also on the ability of the educational community
to gain access to the intellectual resources of this nation. This ruling, if affirmed
by the entire Court of Claims, would seriously limit the scope and meaning of
"fair use." The Commissioner's ruling has caused considerable consternation
and alarm within the educational community not only because of its effect on
libraries but also because it would undercut the accepted and traditional mean-
ing of "fair use" for teachers. The language and rationale are just as applicable
against teachers and schools as against libraries.

Because the Williams & Wilkins decision proves the unreliability of "fair use"
for schools and libraries, the Ad Hoc Committee urges Congress to adopt
the concept of a limited educational exemption which would neutralize the
harmful effect of the Commissioner's opinion on both schools and libraries
and at the same time not be detrimental to publishers or producers of materials.
In light of Williams & Wilkins, our request for a limited educational exemption
is submitted to this committee not in lieu of "fair use" but in addition to "fair
:use" in the statutes. "Fair use" is generic in nature and is applicable to
everyone-commercial and noncommercial user alike. Educational users need
specialprotectioir over and above that provided commercial users because they
have a publiec responsibility for teaching the children entrusted to them. They
work for people-not for profit ! They do not use materials for their own gain but
for the benefit of the children of all of our citizens, including those of authors
and publishers. This is the foundation stone for American education.

THE AD HOO 00OMITTEE's ECOMMENDATION

The Ad Hoc Committee on Copyright-Law Revision therefore respectfully asks
the Congress to include in its new copyright law the following operative word-
ing of the limited'educational exemption:

"Notwithstanding other provisions of this Act, nonprofit use of a
portion of a copyrighted work foir noncommerc!:l teaching, scholarship or
research is not an infringment of copyright."

The whole proposed language including definitions and limitations is attached
to this statement. (See Exhibit B.)

In short,: the Ad Hoc Committee's recommendations would enable teachers
to make copies or recordings for purely noncommercial classroom teaching pur-
poses of the following, for example:

A short poem.
A short story.
An essay.
A map.
An article from a magazine or newspaper.
Transparency of a chart from a newspaper or from a text for classroom use.
Transparency of a graph or diagram from a book, newspaper or a magazine.
A TV or radio program which is used within 5 school days after the

recorderlbroadcast, then erased.
A rendition of a school orchestra for the purpose of seif-evaluation.
A recording of a musical excerpt for the purposes of study.
Excerpts or quotations (such as excerpts from, contemporary writings

in a duplicated examination).
The Ad Hoc Committee is NOT asking for the right to copy an entire book

or novel; a dictionary, reference book, musical score, encyclopedia,, magazine,
newspaper, pamphlet or monograph; a motion picture or a, filmstrip. The Ad
Hoc Committee is NOT asking the right to make copies of materials originally
consumable upon use, such as workbook exercises, problems, answer sheets for
standardized tests; nor-is itisking f6r'permission ,to anthologize.

In conclusion, we would like to point ofLt. that the doctrine of "fair use" alone
is insufficient to provide the certainty that teachers and other nonproflt educa-
tional users of copyrighted materials need for their,own protection .particularly'
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in light of recent developments in the Williams WiJkin8 case. Teachers are not
interested in mass copying that actually damages authors and publishers, but
they need to be free to make creative use of all of the kinds of resources available
to them in the classroom, and this necessarily involves some reproduction and dis-
tribution of copyrighted works such as contemporaneous material in the press,
isolated poems and stories for illustrative purposes, TV or radio materials, and
the like. Subjecting the use of modern teaching tools to requirements for advance
clearance and payment of fees would inhibit use of teachers' imagination and in-
genuity and necessarily restrict students' opportunity to learn. It is imperative,
therefore, that a specific limited educational exemption for educational copying
or reproduction be granted by the Congress.

In the event that this Subcommittee cannot grant our request, the Ad Hoc
Committee will be unable to support the proposed legislation (S. 1361) unless it
is changed in two major respects: (1) unless the bill specifically provides ad-
herence to the concepts and meanings of ""air use" ~rhich were written into House
teport No. 83, 90th Congress, as amended in the following respects:

(a) the elimination of the expressiodn "no matter how minor" in reference
to the fourth criterion

(b) the authorization for classroom purposes for limited multiple copying
of-short whole works, such as poems, articles, stories, anid essays

(c) the application of the full impact of "fair use" to instructional
television

and (2) unless the decision of the Commissioner in the Williams & Wilkins case is
specificalUl rejected to the extent in which it differs from that House Report, as
amended.

Accompanying me today are representative members of the Ad Hoc Committee
who will speak to the Ad Hoc Committee's request for a limited educational
exemption. The 41 organizations represented on the Ad Hoc Committee have
thrashed out their differences, and the position we take now at this hearing best.
states the preponderant view of our Committee.

I turn now to the panel members. In the interest of time, I will ask each panel
member to introduce himself to the Subcommittee and indicate the needs and con-
cerns of the organization' or-organizations he represents relative to the Ad Hoc
Committee's recommendation to the Congress.

EXHIBIT A

AD Hoc COMMITTEE ON COPYRIGHT LAW REVIrION JuLY 1973.

American Association for Higher Education
American Association of Colleges for Teacher Education
American Association of Junior Colleges
American Association of Law Libraries
American Association of School A.dministrators
American Association of School Librarians
American Association of-Uiiversity Women
American Council on Education
American Educational Theatre Association, Inc.
American Library Association
Association for Childhood Education International
Association for Computing Machinery
Association for Edncational Communications and Technology
Association of Re/iarch Libraries
Baltimore County Schools
College English Association
Corporation for Public Broadcasting
Council on Library Resources
International Reaiding Association
Joint Council on Edrcational Telecommunications, Inc.
Medical Library Astciation
Modern Language Association
Music Educators National Coinference
Music Teachers National Association
National Art Education Assoc.ation
National Association of Educational Broadcastrs,
National Association of Elementary School'Principals
National Association of Schools of Mulde
National Catholic Educational Association
National Catholic Welfare Conference



187

National Commission for Libraries and Information Science
National Contemporary Theatre Conference
National Council for the Social Studies
National Council of Teachers of English
National Council of Teachers of Mathematics
National.Education Association of the United States
Noational Instructional Television Center
National -Public Radio
National School Boards Association
Public Broadcasting Service
Speech Communication Association

INTERESTED OBSFBVERS

American Association of University Professors
American Home Economics Association-
American Personnel and Guidance Association
Associated Colleges of the Midwest
Association of American Law Schools
Association for Supervision and Curriculum Development
Federal Communications Commission
National Congress of Parents and Teachers

EXHIBIT B

Section Limitations on esclusive rights: Reproduction for teaching, scholar-
'ship and research

Notwithstanding other provisions of this Act, nonprofit use of a portion of
a copyrighted work for noncommercial teaching, scholarship or researih is not
an infringement of copyright.

For purposes of this section,
(1) "use" shall mean reproduction, copying and recording; storage and re-

trieval by automatic systems capable of storing, processing, retrieving, or trans-
ferring information or in conjunction with any similar device, machile or
process;

(2) "portion" shall mean.brief excerpts (which are not substantial in length
in proportion to their source) from certain copyrighted works, except that it
shall also include

(a) the whole of short literary, pictorial and graphic.works
(b) entire works reproduced for storage in automatic systems capable

of storing, processing, retrieving, or transferring information or in con-
junction with any similar device, machine or process, provided that

'(i) a method of recording retrieval of the stored infoiniation is
established at the time of reproduction for storage, and

(ii) the rules otherwise applicable under law to copyrighted works
shall apply to information retrieved from such systems;

* (c) recording and retransmission of broadcasts, within five school days
after the recorded broadcast; provided that such recording is immediately
destroyed after such 5-day period and that such retransmizs.'o.i tsllmited
to immediate viewing in schools and colleges.

Provided that "portion" shall not include works which are
(a) originally consumable upon use, such as workbook exercises, problems,

or standardized tests Sand the answer sheets ,for suh 'tests,
(b) used for the purpose of compilation within thei.provisions of Section

103(a).
Senator MCCLELLAN. Who is the next witness to be heard from ?
Mr. CARR. Mr. Chairman and' members of the subcommittee, I am

Alfred Carr, legislative consultant in the Office-of Government Rela-
tions of the National Education Association.

I appreciate this opportunity to appear before you this morning
on behalf o'f the National Education Association of the tJnited States.

Teachers are both authors and consumers of educational materials,
many of which are protected by copyright laws. NEA, representing
somel.4million teachers and other educators, wants a law which-will
'be equitable to, both authors and consumers.

20444--73-13
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There is an overriding need -to be met in the revision of the copy-
right law: the need to maiiitain openness in our society aind to insure
reasonable access to information afidideas if6r ll,-'ffur'iitii'ns. This
is of primary concern in our d ydi/6i'ac(.

The teacher gives visibility to the author's works and creates markets
for them. One may ask: What good is an author's w6rk if no one is
interested in reading what he has written:? Ini a seinsie, we iprbrid6te thie
works of authors in the classroom. Teachers lioa'itle reponisibility
of stimulating interest on the part of 'learners. 'This means using a
wide var.3ty of materials aid' esoiirces 'for teaching and learning.
In the world of information in the -1970's, this-imposes on the teacher
a .new responsibility to male rapid ,decisibns regarding 'the use of
materials-decisions which 6ofi- tuir ouit to be regarded ias infringe-
ments or near infringements of the preselit archaic copyright ;aw.

Teaching is no longer coiifined ,to the ust of a single textbook.
Creative-teachers need bits and pieces of all gerts oTf'vWritten, pictorial,
and graphic materials geared to the tabcaiit in6mneiift ithen students
are best ready to learn. Requiring a:teacier to purchase a large book
in order to use, a small portion would simply mean that the teacher
woulid neithler buy the lbo6k nor usethe 'he materi'ls. T4e8hers today
must work in a world where the very atmosphere is ki Lded with in-
formation which students mnust learn to:shift and evaluate.

What then are education's needs in any new copyjright legislation
passed by this Congress ?

*Immediate access to reasoinable portions of printednd nt nonprinted
mnaterials for instructional purposes without paymnent of ,royalties.
This reasonable access should be extended to the use of instructional
te'levision, computers, automated sb;st'nis, and 6ther dlevelopmraeits in
educational technology.

Certainty that the present law's "not-for-profit" :principle be con-
verted into a limited educati6nal eeminption for 'nonprofit uses of
6pyri'ihted h'interials.
Protection for teachers wvho innocently infringe 'the lawvii the per-

formance of their duties as teachers.
Retention of the' same copyright duration period as in ipresent law:

that is, 28 years plus a 28-:yar'ren'fWal period.
The teacher's needs encompass 'the new teacliing:learning processes

that are being stimulated 'by the enormnous-amount 'of new informa-
tion and the attendant opportunities afforded by the hnaw'educational
technology.

GNew teaching techniques-including the use of compulters, closed
circuit ,television, videotapes, recordings, and' mici-ofilm, ,among other
forms of communications technology-have been developed t;o keep
pace with' the demands of the fast 'changing, informati6n explosion
faced 'by our schools. They make -possible more learning:in less 'time.
Flexible scheduling at the secondary level hias been made poss-ibleby
,computers and has opened awide choice for learners-ithin the school
day.:Computerized scheduling can free,students -fromrigid teaching
:patterns and' enable them to be liberated for a portion of the day for
;individualized work, library activities, open laboratory workon a
problem or pioject,,or Ir individual, cnfernces,withteache'rs.

,Shools without walls have opened the parameters, 4f theilearner
to include attending political -conventions, court hearings, sp'o ,ts



'events, and witnessingrmoon laundLes. Tools.ssuch as cassettes, -video-
tapes, and cameras cian 'be used to 'capture these ,events for sharing_
with other learners. All of this is to say that the world lias cllangea
,considerably since 1909and that thischange can-be seen in the schools
as well as in every other sector of our society. The new copyright -law
must not 'freeze education at the 1930 level or even at the 1973 level.

It is important to cite a few teaching practices to illustrate the re-
strictiveness of S. 1361:

A teacher videotapes Ia relevant television program off the air for
use on the following day with his or her-social studies classes in the
auditorium or-in the classroom.

A Uteacher reproduces 30 copies of one page out of a copyrighted
book.

A teacher puts a chapter from a copyrighted book into a computer
in order to make an analysis of tlie grammatical structvre.

1Aclass'is having.:difficulty .uiderstanding symbolism in literature,
-and 'the class text does not go far enough in its explanation. The
teacher'therefore makes multiple copies of a poem or a short essay-
from another'book--that would' help the l1ass understand the cone-pt.

NEA strongly urges this committee aid this Congi'ess to adopt a
revised copyright law 'that will explicitly provide limited exemptioas
for teaching, scholarship, or research purposes. and extend "fair use"
provisions to new educational technology such as instructional tele-
vision, computers, and automated systems.

Finally, therefore, we need a new ;law-that will support, ratherthan
thwart, goofdteaclhing practices in the 1970's.

Thank you.
Senator .MCCLELLAN . Thank you.
[The-Statement of lAlfred Carr in full follows:]

STATEMENT OF ALFRED CARR, LEOIsLATIVE CONSULTANT, NATIONIAL', EDUCATION
AsSOCIATION

iMr. Chairman and members ,f the subcommittee, I am Alfred Carr. Legislative
Consultant in the 'Office of Govyrnment Relationm of the National Education
Association. I;appreciate this opportunity to appear before-you this mornin- on bh-
half of the National Education Association of-the United States.

'Teichers areiboth authors and consumers of educational materials, many of
whibchare'protected'by- copyright laws. NEA, representing some 1.4.diillion teach-
*ers and other educators, wants:a, law which will be equitable to both authors and
consumers. We wish to see proper protection of the interests of those personsi
whllosecreative, abilities produce-fine instructional materials. At the same time,
we wish to ,insure that'teachers 'and learners are-protected in their creative bse
of materials in- the classroom. There is an over-riding need to be -met in the re-
vision of the copyright law.: the need'to maintain openness in our society afnd"to
insure reasonable access to information and ideas -for all of o6ur citizens. This'is
of priimary concern in6unr democracy.

The ;teamher-,gives visibility 'to the author's works and creates 'markets for
them. Oneecanniask: What-;good is. an author's work' if no one is inteiested in
'reading what hebhasdwritten ?:In a' sense, we'promote, the works of authors in the
classroom. ,eachers:-have the responsibility of stimulating interest on'the .part
of learners. This means using a wide variety of .materials and' resources for
teachingand'learning. JIn-t je world, of information in. the ,1970s, this;imposes
on-the teacher a new responsibility to make rapid decisionsregardingethe. use
of materials-decisions which often turn out to be regarded. s: infringements or
near-infringements of the present archaic copyright law.

Teaching-is no longer confined to the use of,a single tex.tbook. Creative teach-
*ersineedtbits andwpieces oft'all sortsvof written, pietorial, and graphic materials
geared.to "the teaihable moment" when-students:ire. best'ready' tblearn. Requir-
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ing a teacher to purchase a large book in order to use a'small portion would simply
mean that the teacher would neither buytnhe book nor use the materials. Teachers
today must work in .a world where the very atmo6sphere is loaded with informa-
tion which students must learn to sift'anrd evaluate.

What then are education's needs 'in any new copyright legislation passed by
this Congress?

Immediate access to reasonable portions-of printed and non-printed materials
for instructionala purposes without payment of royalties. This reasonable access
should be extended to the use of instructional television, computers, automated
systems, and other developments in educational technology.

'Certainly that the present law's "naot-for-profit" :principle be converted into a
limited educational exemption for non-profit uses of copyrighted materials.

Protection for teachers who innocently infringe the law in the performance of
their duties as teachers.

Retention of the same -copyright duration period- as in present law; i.e., 28
years plus a 28-year renewal period.

The teacher's needs encompass the new teaching-learning processes that are
being stimulated by the enormous amount of new information and the attendant
opportunities afforded by the new educational technology.

New teaching techniques-including, the use of computers, closed-circuit tele-
vision, videotapes, recordings and microfilm, among other forms of communici-
tions technology--have been developed to keep pace with the demands of the fast
changing information explosion faced by our schools. They make possible more
:learning in less'timne. Flexible scheduling at the secondary level has been made
possible by comnprimers and has opened a awide choice for learners within the
school day. Computerized scheduling can free students from rigid teaching pat-
terns.and enable them to be liberated for a io"rtion of the day for individualized

,worrlk. library activities, open labo. ;tory -work on a problem or project, or for
indiVidual conferences with teachers.

Schools without walls have opened the-paramfiters of the learner to include
attefiding political conventions, court hearings, sports events, and' witnessing
moon launches. Tools such as cassettes, videotapes, and cameras can be used to
capture these events for sharing with other learners. All of this is to say that
the world has changed considerably since 1909 and that this change can be seen
in t[,o schools as well as in every other sector of our societ;. The new copyright
law must not freeze education at the 1930 level-or even at the 1973 level !

-It is important to cite a few teaching practices to illustrate;the restrictiveness
of S. io61:

A. teaicher videotapes a relevant television program off the air for use on the
flluvwing .iay with his or her social studies classes in the auditorium or in the
clay-,.o.mn.

A 'teacher reproduces 30 copies of one page out of a copyrighted book..
A teacher puts a chapter from a copyrighted book into a-,computer in order

to make an analysis of'the grammatical structure.
A class is having diffilulty understanding symbolism in literature, and the

class text does not go far enough in its explanation. The teacher theiefore makes
multiple copies of a poem or a short essay (froir another bo0h) that would help
the class understand the concept.

All of these practices, according to 'counsel forsome p ublishers, would con-
stitute infringements-.under the present law. Likewise, they would be considered
infringements under the proposed bill, S. 1361, Which-is not significantly different
fros, the present law. This'-again illustrates that the 1909 law is out of joint
with present practices in the schools of the '70s.

In our judgment, the proposed copy right law would drastically curtail the
use by teachers of various materials for instruction. NEA strongly urges this
,Comminttee and this Congress to adopt a revlset',copyright law that will explicitly
'provide limited exemptions for teaching, scholarship, or research puiposes, and
extend "fair use" provisions to new educational technology suii as instructional
television, computers, and automated systems.

-Finally, therefore, we need a new law that will support, rather than thwart.
good teaching practices in the 1970s.

Thank you.

Senator MCCLELLAx. Who is next?
1Mr. HOGAN. lMy name:is Robert F. Hogan, and I am the executive

secretary of the. National Council of Teachers of English.
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I will depart considerably from my written statement, which was
submitted, and I would be glad if that would go into the record, too.

One of the remarkable eftects of 10 years of discussion and debate
over the needed provisions-in a new copyrighit law is that it has cast
into an adversary relationship persons who are not only friends blut
interdependent professional colleagues-teachers, writers, and pub-
lishers.

Many writers teach. Some of us who teach write and hope to publish.
R[ost of the editorial staff members of educational publishers began
as teachers. Some still teach.

The unnaturalness of this adversary relationship is revealed again
and again by the recurrence of the same refrain m our private and
off-the-record conversations: "But I didn't mean that."

I cite a practice of a brilliant, creative teacher-a practice which
would. be prohibited by a restrictive copyright law; and my publisher
friend says, "But I didn't mean that."

He, in turn, cites an instance of district-wide wholesale piracy; and
I say, "But I didn't mean that."

In my prepared statement I've tried to make clear by example on
page 2 what NCTE does mean and on page 3 what it does not mean.
If I may depart from my informal remarks, I would direct your atten-
tion to the bottom of page 2 of my prepared statement: The question
of the moment is not whether or not MIr. Housmai, or his estate will
forfeit income. Rather, the question is whetlier or !iot as a teacher I
amn Iree to use Mr. Hoiisman's poem in this way; or whether, en-
cu; abered by a restrictive law, I mlust plod ahead with whqtever I had
planned for that dayv-for example, the third part of the rhllme of The
Ancient Mariner-before I knew what that day meant for niy students.

Briefly, we join the other members of the Ad Hoc Committee in
seeking a limited educational exemption. within the guidelines set
forth by Mr. Wigren. Until the Willianms and Wilkins case, we had
thought the doctrine of "fair use" could -be made to offer sufficient
protection for the creative teacher. Mr. Wigren has made clear why
we no longer believe that.

I concluded my prepared statement with the following paragraph:
The best teachers at any level are bright, creative individuna -. vlho'iot only

know their subject and understand how children learn, -but who confiebt vhat
they teach 'to the world around their -fudents. They not only serve their own
students well, but by their example they inspire less gifted colleaguesitn teach
better than they otherwise millht. What the National Council fears most of hll
in a restrictive copyright lai- -isthut- penalty and the fear of penalty will.-stifle
creativity and imagination among teachers and reward pedestrian teaching.

To put it another way, we hope for a law that will offer the creative
teacher more security than the uncertain feeling that "they won't
sue me beca'ise, surely, they didn't met.a that."

What we hope is that after the law is finally writteli and its accom-
panying report is ibsued, andcthe first piece ' litigation is instituted
and' brought to its- conclusion, no one-teacher, publisher, author, or
legislator.-will look ait that conclusion and say in a private and off-
the-record moment:

"But I didn't mean that."
Thank you.
·Se.nator RMcCLrELLAnr. Thank you.
[The statement of Robert F. Hogan in full :follows :]
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STATEMENT OF ROBERT F. HOGAN, NATIONAL COUNCIL OF TEACHERS OF ENGLISH

Mr, Chairman and members' of the subcommittee, I am Robert F. Hogan,
Executive Secretary of the National Council of Teachers of English. The Na-
tional Council' is the world's largest independent organization for teachers of
one subject. Its 115 thousand individual, associate, and institutional m-mbers
and subscribers are drawn from all levels of education, elementary through
graduate school. For them, I express our appreciation for this opportunity to
submit written and oral testimony to the subcommittee.

Although a substantial majority of this membership consists of classroom
teachers. it also includes authors, editors, and publishers. The Council itself is
a publisher of seven periodicals and about fifteen books and monographs each
year, all protected by copyright. I stres. those two facts, on the chance that
someone might construe the remarks that follow as threatening to the interests
of authors. ptublihllers, and others who have a genuine stake in reasonable pro-
tection through copyright. The Council shares that stake.

What chiefly concerns us is, while ensuring the maintenance of reasonable
copyright protection, to recognize fully the needs of more than a million elemen-
tary classroom teachers who spend up to half.their teaching time and effort on
language arts and reading, 175 thousand secondary school teachers of English,
and, most of all, the 45 million children they teach.

The Council has supported and participated in the work of the Ad Hoe Commit-
tAe. on Copyright Revision for more than a decade. Until last year the Council
felt reasonably confident that "fair use," as provided for in House Report No. 83
of the 90th Congress and as amended in the testimony of MIr. Wigren, Chairman
of the Ad Hoc Committee, would afford adequate protection for teachers and fair
tre.tment to copyright proprietors. However, the outcome of the Willians &
W7ilkin. case- has destroyed that confidence. The recommendations to the U.S.
Court of Claims from the Commissioner of that Court could have no.other effect.
They call into question not only the right of the teacher or a scholar to make by
photocopy or machine one copy of a copyrighted work, but even to hand-ccpy such
material. In the light of this restrictive interpretation of "fair use," the National
Council joins other members of the Ad Hoc Committee in seeking a limited edu-
cational exemption to shore up, in .i.he law, the protection' we need.

What kind of privilege is it that we seek? Perhaps some examples would help to
make that clear:

(1) In the course of a unit on satire, to make multiple copies of a news-
paper column by, say, Art Buchwald or .Mike Royko to illustrate contemporary
satire:

(2) To select from the students' textbooks a poem they have not been
taught and to make multiple copies for use in an examination;

(3) To make multiple copies of book reviews from a variety of sources-
Yew York Reviews, Ma., Esquirc, Time-to show how different reviewers deal
with the same book; and

(4) To take into account a sudden issue of widespread interest-for exam-
ple. the murder of the athletes at the Berlin Olympics-by making for stu-
dents that following day copies of Housman's poem "To An Athlete Dying
Young."

Let me be just as specific in citing privileges the Council does not seek:
(1) To substitute for commercial anthologies, collections of copyrighted

literature manufactured locally;
(2) To copy consumable materials such as answer sheets for comrlercially

published tests,'the tests themselves, or workbooks; and
(3) To store indefinitely and reuse-periodically stencils or other "master

copies" of materials once duplicated for spontaneous use in a particular
teaching situation.

The best teachers at any level are bright creative individuals who not only know
their subject and understand how children learn, but who connect wlhat they teach
to the world around their students. They not only serve their own students well,
but by their example they inspire less gifted colleagues to teach better than they
otherwise might. What the National Council fears most of all in a restrictive copyv-
right law is that penalty and the fear of penalty will stifle creativity and imagi-
nation among teachers and reward pedestrian teaching.

Senator ICCLEr,r,AN. Next?
Mr. SCIToEcK. .Mr. Chairman and members of the subcommittee, I

am Richard J. Schoeck, director of research activities of the Folger
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Shakespeare Library in Washington. I appea.r before you today repre-
senting the Modern Language Association of Amlerica, whicl has ;a
membership now of 30,000, all of whom are teachers, and most of them
scholars, active in research.

Thile MT,,A supports the statement of Mr. Wigren, which, you have
just heard, and I an here to. endorse an educational exemption.

I want to speak in support of this exemption and to toughl on what
was-put moie fully in my written statement.

Speaking now for tile MILA in particular, I stress the need for a
clear delineation of what is permissible in the uses of material for
teachling, for research, and for scholariv ;s ritinr--blut this is minimal.
Until.the William8 & IVilk/inls case, we were, ?or want of something
better, satisfied with the doctrine of fair use, but that doctrine has been
substantially altered ly the 1rWllianms & lVilkhis case. The entire
cop)yright status quo has inevitably been changed since last 'ear. Now
the appeal of Williams S& Wilkins is in progress and, while we trust
that the appeal will render justice in that individual case, it may not
clarify tlie concept of fair use, especially insofar as ed.ucational aspects
are concerned.

The Williams8 & Wilkl;as case was largely a case concerned with
the interests of a commercial publisher, and this point points to the
other difficulties or limitations of the fair use doctripe. The precedeilts
for fajr use are virtually all'concern'ed wi.tlh commercia.l interests with
one publisher against another publisher. This is a hostile envilomnlent
for the needs and ends of teaching and scholarship because scholarshll
is not competitive, even tholugh the getting of an acadecmic jolb, may be.
An educational exemption would,a be a :selcome relief in the fiefd of
copIyright and would put the needs of te.tching and research in a wholly
new' context-new in the United States, tholigh not elsewhere.

A sc1holar has always been considered to la;ve the right to make a sin-
gle handwlritten copy of copyrighted material for his ore n personal use,
Iand this practice has always been contained in research libLraries where
I have worked in the United States. Canada, the United Kingd,om, oavd
Europe, yet this basic and traditional right is seriously questioned by
Commissioner Davis.

Now, there are alternatives to the limited educational e-;emlption, and
I tried to. consider those briefly in my written statement. These, how-
ever, would be second best to the exemption for which we are asking
and they a/ie only a defense in the event of a lawsuit. They would also,
put the burden of proof on the teacher or scholar.

An operative wording of the limited educational exemption has
been put forwa.rd by Harold Wigren. It does not go far as giving
the right to copy an entire book, but only a short poem or story or
essay or article or to use excerpts or quotations in classroom teachling.

To indicate that I tried to see the whole spectrum of interests and
concerns in this copyright problem, may I say that I speak under
several hats: as the editor of a scholarly journal frcquently called
upon to give permission to reprint from its publishers; as the director
of publicationis in the Folger Shakespeare Library, in which capacity
I am richlv a-ware of costs in publishing; as an author, editor, 'or co-
editor myself, with more than a dozen books and more than 100 schol-
arly papers and articles; as a professor of years of experience in a
number of universities; as a member of the staff of a research labora-
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tory; and finally, as the representative of the 30,000 members of the
MILA.

This request for a limited educational exemption seems to satisfy
a wide spectrum of interests and appears to be reasonable, equitable,
and necessary for sound teaching and research as well as for the con-
tinuance of a healthy intellectual life in this country.

Thank you.
Senator MCCLELLAN. DO yOU think that suchl a position favoring

educational uses as that suggested in your proposed amendment would
not have a serious impact on the ability -of the sources to provide this
material and continue publication ?

M3r. SCHOECKr. A point that is touched oil in the Government's pres-
entation in Williams and Wilkirns is that a great deal of the cost of
preparation does come, especially in scientific journals, from the Gov-
ernment. In the humanities, some of these funds are obtained from
foundations and from universitiks.

Senator MCCLELLA.N. In that connection, may I ask you if you think
it would require an increased subsidy from the Government to sup-
port it?

Mr. SCHOECK. Well, that is already underway, I understand, Mlr.
Chairman.

Senator MCCLELLAN. I know, but the time is coming when this Gov-
ernment can't subsidize everything. That source is going to dry up,
too.

nMr. SCHOEcE. Well-
Senator MCCLELLAN. I would be very happy just to say well, we will

just give you more subsidy from the Government for these things.
Mr. SCHOrC1,. A great deal of the cost of producing scholarship is

borne by the individual scholar himself. I would suppose 25 percent
of my scholarly costs have been paid by a foundation or the Govern ·

ment. The rest I pay myself--and I think this is true of most scholars.
Senator MCCLELLAN. Well, I am not talking about your situa-

tion, though, I am talking about the ability to continue publishing.
Now, I am not taking up for anyone here. I am tTving not to. In

fact, I don't know which side I am on, actually. but you have this bene-
fit to the educational comn.unity and to have these facts disseminated
in these publications and so forth, well. they have to be created, they
have to have an author to create them, and somebody to publish them
first. That involves some costs, and when that cost can't be recovered,
we arc going to dry up the source.

Mir. WIGREN. Sinator, may I reak in ?
Senator 3CCLELLAN. Y es, I would just like to make this record as

full as we can.
Mr. WIGREN. I have before me a news release from the Educational

Media Producers Council, Fairfax, Va., dated May 16, 1973, and the
heading reads "Demand for Educational Audiovisual Materials Rises
10.8 Percent in 1973." And the article's first paragraph reads:

Greater use r audiovisual materials continued to characterize the classroom
in 1972, accora,.. \to a report to be released May 31 by the Educational Media
Producers Counci. The EMPC Annual Survey and Analyses of Educational Media
Producers' sales snows that total sales of non-textbook instractional materials
rose to 214.7 [million] in 1972, an increase of 10.8 percent over 1971. The survey,
conducted by an independent market research firm under the auspices of the
Educational Media Producers Council, presents a comprehensive picture of total
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industry software volume, are a wide range of statistical.data and analyses of
the education market.

Now, I read this to point out that I don't really think that the in-
dustry is bleeding in this regard-because of a few uses which we make
of materials in the classroom, particularly not if the sales rose 10.8 per-
cent in the audiovisual field alone. Now, I don't have with me the
data on tile textbook publishing industry, but I would be surprised if
they were substantially different. May I point out that these record
sales were achieved despite the fact that teachers were making limited
copies of excerpts of many of these materials.

Senator iIMCCLELLAN. What I want to do is ascertain what impact.
this amendment would have, if any, on the financial stability of the
publishers and other interests.

Mr. ROSENSFILD. Mr. Chairman, if I may supplement what Mir.
Wigren has said?

In 1973--Aay 1973-Fortune went into its customary 500 largest in-
dustries, and indicated that the publication industry and the related
industries have had at least as high, if not higher, an average increase
in profits, as many of the others involved in the top 500. And this is
despite the fact, if not because of the fact, that teachers are making
very limited copies because, in our judgment, this helps the sale of
materials and not hinders.

Senator MCCLELLANS. Well, I wonder if the publishers would agree
with your analysis of their prosperity ?

Mr. ROSENFIELD. Well. at least the facts in both cases, these are in-
dependent assessments. The one that Dr. Wigren mentioned was the
producer group itself and the one that I mentioned, is an independent
busines- group over which we, as school people, have absolutely no
influence.

Sonator MCCLELLAN. Thank you. Proceed.
Mr. SCHOECI. lWell, I finished the formal part of my presentation,

although I had perhaps not fully answered your questions.
There is, perhaps, the final publication of scholarships which I

think ought to be distinguished from textbooks and educational pub-
lication. There is no question but that the publication of scholarly
journals and the publication of scholarly monographs are in a pre-
carious position during the last period because of skyrocketing costs,
and that is a very serious matter. Now, I do not consider the limited
educational exemption that the MLA is supporting as part of the ad
hoc committee, as a serious threat to scholarly publication.

Senator MCG;LELLAN. That is the poiit. I think it is valid and im-
portant to ascertain what the impact of this is, this educational exemp-
tion for educational purposes, what impact, if any, that will have upon
the ability of the sources, the present sources, to continue to make such
material available. If it is serious, it ought to be weighed. If it is triv-
ial, it can be ignored.

Mr. SCHOECK. It is perhaps relevant to point out that in getting
necessary permission to reprint, whether for scholarly books or in. a
scholarly ]ournal, very often presses have asked what seemed to me
to be exhorbitant rates for that permission to reprint and at times the
rates have been so high that the editorial or scholarly judgment has
had to be subordinated to the practical considerations because we could
not afford those permission fees that were demanded.

Senator MCCLELLAN. Quite possibly the people who make such de-
mands do themselves more injury than anyone else. I don't know.
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But they own it, and they have a right to put a prrice on it, I assume.
But I think that must be an exception and not the rule. I think most
of it would be made available at reasonable prizes, wouldn't it?

Mr. SCHOECK. Well, as a general editor of a series of books, pub-
lished by the University of Chicago presently, I know that it is not
uncommon for a press to ask for a $200 or $300 or often a $500 fee
for reprinting a single chapter or essay which is in some cases an
essay which may have appeared in half a dozen places before.

[The statement of Richard J. Schoeck in full follows:]

STATESiENT OF RICHIARD J. SCIIOECC

iMr. Chairman and members of the subcommittee, I am Richard J. Shoecl;. a
member of the Ad Hoc Committee on Copyright Law Revision. I am Director
of Research Activities of the Fo!ger Shakespeare Library in Washington, and
Director of the Folger Institute of Renaissance and 18th-century Studies. I amn
also an Adjunct Professor of English in the Uiliversity of Maryland and the
editor of Shakespeare Quarterly. I appear before you today representing the
Modern Language Association of America, which has a membership of 30.000,
all of whom are teachers, most of whom are (i;nlg f/e.search and some of whom
are writing (or have written) textbooks and other educational materials during
their careers as college and university professors. Our point of view is therefore
ratJlernmole complex than that of some groups that have a concenl with copyright
law revision, for the MILA must consider not only the problems of research and
copyright, or of the writing of books .nd copyright, hut also the impact of copy-
right upon teaching. We have always had to consider the interests of our stu-
dents. The MILA therefore has long been a menler of the Ad 1Ioc Committee,
and it participated il the anmicus brief of the Association of American Law
Schools in lWilliams and 1viliins, case. It no;; participates in and supports the
statement of the chairman, of'the Ad Hoc Committee, Harold E. Wigren, on S.
1361.

SSpeaking for the NMLA, I should stress the need for a clear deliheation of whl;at
is permissible and what is not permissible in the uses of materials in the class-
rooms, in the uses of materials for research, and in the uses of materials for
scholarly and textbook writing.

The report of Comiinimsioner Davis in Williams 4 WI'ilkins (1072) must be
seen as a landmark, for until that report there had been a ftiirly vell understood
and observed set of criteria under the linmhrella of 'lair use.' Now there is not,
and a great deal of alarm and confusion has been produced within the educa-
tional community, because the effect of the Commissioner's report in Williams &
li'i7kiii. .s to restrict the accessibility of intellectual resources to both teacher
and scholair.

A scholarlhas always been considered to have a right to make a single copy of
copyrighted material for hls own personal use: this must be so to insure a free
circulation of ideas, and this surely is the thrust of Article T, § 8 of.the Cofsti-
tiiti6ii of the United States: "The Congress ;shall have Power.. . To promote
the Progress of Scieince and tiueful Arts, by securing for limited Tinnes to Aiithors
and inventoi-s the exclusive Right to their respective Writing ana Discoveries."
The exclusive right is for limited times only; the end for whilch the other pro-
vision,5 of Article I are the means is the promotion of science and the arts, and
sucllh romoti6n cannot be fostered without the free ciirculation of ideas. The pro-
visilons f title i7 of the U.S. Code are largely concerfitid with the printilig or
reprinting or publishing of the copyrighted work: cbpy as used in this section is
to be construed as pertaining to copying in the same sense as printing or publiilh-
ing. Scholarship that is restricted by newly erected walls of copyright protectloy
would become parochial-hnd it would not take long for the effects of such co.l-
strictiin to be evidhiit in the thihkli'g of bur cliildreni.

A scholar's copyihg of material has been traditional in the Western v. ,,d
since far before the time of Erasmus, and it continues to our own times. Even
that prophet of the electronie age, Marshall McLuhan, has made -r has had
miie handwriltteh or typewritten copies of entire works: I have one such copy
in miy possessibn. But even that traditional and i6eifer prevlously challenged
right of scholars was questioned by- Cormissloner Davis, and because the courts
hlid not previously had the occasion to. spell out the legal basis for the tradi-
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tional right of scholars to make (or to have made) a single copy of copyrighted
material for personal use, the fundamental procedures of scholarship are now
being gravely challenged, and the very quality of scholarship in the U.S. is con-
sequently threatened.

If the ruling of Commissioner Davis in WVilliamwe ' Wilkiuns is affirmed by
the Court of Claims, the scope and meaning of 'fair use' will in effect have
been abrogated. The force of application of the Commissioner's ruling will be
to the detriment of libraries-and especially to research libraries like the
Folger, as you will have heard this morning-but also to the detriment of
teaching and scholarship. Had this hearing been held before 'March of 1972,
many of us who have testified would have spoken differently. But it is impossible
ilow to talk about educational and research uses of copyrighted materials as if
we were in a pre-Williams and Wilkins world: we are not.

Two alternatives appear to be open: the new legislation on copyright can
specifically affirm 'fair use,' and this might be done by having the concepts,
tra litional interpretations, and effective application of 'fair use' written into
the Congressional Report, us indicated by Dr. Wigren. Or, the Congress may
(and as we believe, should) include in its new copyright law the so-called
limited educational exemption: Notwithstanding other provisions of this Act,
nonprofit use of a portion of a copyrighted work for noncommercial teaching,
scholarship and research is not an infringement of copyright.

As the editor of a scholarly journal frequently called upon to give permission
to reprint from its pages-as an author, editor or co-editor of about a dozen
books and more than a hundred scholarly papers and' articles-as a professor
of more than twenty years of teaching experience in several universities (Cor-
nell, Notre ]0ame, Toronto, Princeton, and now Maryland)-and finally as a
representative of the 30,000 members of the MLA, this requested limited educa-
tional exemption seems to me reasonable and equitable, and, still more, ncres-
sary for sound teaching and research and for the continuance of a healthy in-
tellectual life in this country.

Senator MIC'CLE,LLAN. Who is next ?
Mr. Nonwoon. Mr. Chairman, and members of the subcommittee,

I am Frank Norwood, executive secretary-of the Joint Committee on
Educational Telecommunications, which is a consortium of national
and regional nonprofit organizations and associations including most
of the major national entities in instructional broadcasting. What I
shall attempt to do this afternoon is to summarize the principal con-
cerns regarding copyright revisions and instructional broadcasting
as they have been expressed by those members of the ad hoc com-
mittee who are most directly concerned.

I want to state we fully support, as do my colleagues here, Dr.
Wigren's testimony, and I want to paraphrase my written submis-
sion. but I still hope to touch on the four points whlich are before us:

First, we want to stress the need to make clear that both the doctrine
of fair use and the proposed limited educational exemption applied
to instructional radio and television the same way that they apply
to other forms of teacling:

Second, that beyond 'fair use," instructional broadcasting stands
ready to pay reasonable and just fees for the use of copyrighted
materials, but there is a need to assure prompt access to such materials
under standard terms and conditions;

The third point that I want to take a moment to discuss is that
statutory limits offthe number of copies or span of use of instructional
programs could have the effect of precluding the development of
materials of highest quality for widespread use;

And finally, I want to talk briefly about the 'fact that teachers
should not be prohibited by legislation from the delayed use in the
classroom of broadcast programs so long as-and I think this is the
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point, Mr. Chairman, that you expressed interest in-so long as in
doing so the threat of adverse impact on the later market for com-
mercially available films or tapes of the same program is removed.

If I may, I would like to go back and pick up each one of those. Let
me begin by saying when we talk about instructional broadcasting,
we are using a term which is much more narrow in its definition
than educational broadcasting or public broadcasting. By instruc-
tiinal broadcasting, we mean those transmissions which are a regular
part of the systematic teaching activities of a government body or
nonprofit educational institution. We are suggesting that, just as
the teacher brings to the classroom a cartoon or a map from the morn-
ing s newspaper to illustrate her point, so too she should be allowed
to do that if she addresses her class through the medium of tele-
vision. And basically our concern stems from wording within House
Report 83 which would appear to indicate that the doctrine of fair
use is somehow different when applied to educational broadcasting.

Insofar as narrowly defined instructional broadcasting is concerned.
it is our contention that there should be no difference than the needs or
righllts of the teacher in the classroom without such broadcasting, or
the same teacher when she uses television to reach her students.

Having said that. let me be quick to add that we are not arguing
that all instructional television should be free to use copyrighted
material under any circumstances at any time. Clearly there are in-
stances in which the producers of instructional programs should be
and indeed are willing to pay copyright fees which are reasonable
and just. But that has its corrollary, we siggest, and that is that they
should have access to those materials.

Just as my colleague has mentioned the problems dealing with
publication and using materials that are reprinted elsewhere, the in-
structional telex ision producer has a very large and complicated set of
problems in gathering material to use in the television broadcasting
area. Thle problem is not his unwillingness to pay, but the lengthy
negotiations and the complex administration that is required. And so
we suggest that in order to do this in an atmosphere in which the
clerical costs are not. perhaps, greater than the costs of acquiring the
rights to use copyrightedl material, and in which the producer does
not have to labolr under the uncertainty of not kaonowing what material
he will be able to acquire the waiting for letters which, perhaps, are
never answered, and so on-that some form of standardized proced-
ures and protocols be developed which would allow some certainty
in this, and which will provide opportunities for the broadcaster and
the copyright holder to have dealings which are prompt, simple,
honest. and fair to both sides. We think that is a necessity.

The third point has to do with the proposed limitations on the
number of videotapes which may be made. Instructional television has
been something of a cottage industry during most of its life with the
institutions involved doing their own programs locally. In order to
produce programing of higher quality than is within the resources of
any single institution, now more agencies are coming together-tele-
vision stations, State departments of education, large school systems,
and so on--to pool their resources and jointly to produce material of
much better quality and much more educational value than they could
produce by themselves. Then to put a limitation on how many copies
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may be produced or }how long the copies may be used, essentially de-
prives these people of the opportunity to recoup their substantial in-
vestments that high quality materials require.

Finally, and perhaps of most widespread interest to the teacher in
the classroom, I would like to talk about a practice which is in ques-
tion, but which there is substantial and growing interest, and that is
the ability of the classroom teacher to use modern technology, par-
ticularly videotape recording, in order to bring into the classroom a
television program as she might bring in. a map or the picture from the
newspaper that I spoke of earlier. Here we are aware of the fact that
without some safeguards, such off-the-air recordings might represent
a threat to-the producers and to possible later sales. So we- propose, as
Dr. Wigren in his statement indicated, this be done within certain
narrowly confined restraints which would mean that the recording
should be made and used within a 5-day period; its basic puripose be-
ing simply to bridge that gap between the time when the program
is on the air and the time when the cl-ass meets. After the 5 dtays, the
record should be erased. Thus, for a library copy or for copies for use
in subsequent semesters, the commercial market, which makes them
available usually months after the program has been on the air, would
*still be the teachers' source for those later uses.

In summary, let me say again that as an alternate form of teaclling,
instructional broadcasting requires equitable treatment under the doc-
trine of fair use and educational exemption. Beyond that point, beyond
those doctrines, -producers of instructional programing are willing to
pay reasonable copyright fees, but the producer cannot do so unless
the producer has access to copyright materials under a system of
t,, ns and conditions which frees. him from the present pattern of
delays, high administrative costs and uncdrtainty. In order to achieve
critical mass and needed economies of scale, instructional broadcasting
must be free from arbitrary limitations upon the number of record-
ings that can be made and on their useful lifetime. Finally, there is a
growing interest in using educational technology to bring into the
classroom important programs which can contribute significantly to
the instructional process which would not otherwise be available on
a timely basis.

Senator MCCLELLAN. Thank you, sir.
[The statement of Frank W. Norwood in full follows :3
STATIEMENT OF FRANK W. NORWOOD, EXECUTIVE SECRETARY, JOINT COUNCIL

ON1 EDUCATIONAL TELECOIMMUNICATIONS

Mr. Chairman and members of the subcommittee, I am Frank Norwood, Execu-
tive Secretary of the Joint. Council on Educational Telecommunications, a con-
sortium of national and regional non-profit organizations and associations in-
cluding most of the major national entities in instructional broadcasting. What
I shall attempt to do this afternoon is to summarize the principal concerns re-
garding copyright revision and instructional broadcasting as they have been
expressed by those members of the Ad Hoc Committee who are most directly
concerned.

I shall touch-upon four points:
The need to make clear that "fair use" and limited educational exemption

apply to instructional radio and television as they apply to other forms of
teaching;

That beyond "fair use," instructional broadcasting stands ready to pay
just fees for the use of copyrighted materials but there is a need to assure
prompt access to such materials under standard terms and conditions;



200

That inappropriate limits on the number of copies of span of use of in-
structional programs could preclude the development of materials of highest
quality for widespread use; and

That teachers should not be prohibited from the delayeduse in the class-
room of broadcast programs so long as the-threat of adverse impact on the
later market for commercially-available films or tapes of the same program
is removed.

l"Instructional broadcasting" is a term much narrower and more precise than
"educational broadcasting" or "public broadcasting." By instructional broad-
ca.ting we mean a broadcast transmission which is a regular part of the syste-
matic teaching activities of a governmental body of non-profit educational
institution. Under such a precise definition it is clear that the teacher who lectures
fromt the television studio is no different than the teacher in the classroom and
that his need to "use a portion of copyrighted work for noncommercial teaching"
is precisely the same. Basically, our concern stems from wording within House
Report 83 which would appear to indicate that the doctrine of fair use is
somehow different when applied to educational broadcasting. Insofar as instruc-
tional broadcasting is concerned we hold that no differentiation should be made
between the needs and rights of the teacher in the classroom and the same teacher
when she reaches a number of classrooms via radio or television.

Having said that, let me be quick to add that we do not hold that all uses
of copyrighted materials in instructional broadcasting should automatically be
covered by fair use or educational exemption. Clearly there are many instances
in which the producers of instructional programs should be-and, indeed, are
willing to pay copyright fees which are reasonable and just. The willingness of
instructional program producers to pay for the materials they use has its
necessary corollary: that instructional broadcasters must have access to the
materials for which they are willing to pay-access without undue delay,
without staggering administrative burden and expense, and without the un-
certainty which now prevails when requests for permission to use materials
go 'unanswered. What instructional broadcasting seeks as relief from these
problems is not complete freedom from copyright liability above and beyond
their use and the limited educational exemption sought by the Ad Hoc Commit-
tee but some standard set of procedures and protocols under which the instruc-
tional broadcaster and copyright holder can have dealings which are prompt,
simple, honest, and fair to both sides.

Solution to this problem can do much to provide a climate in which well-
produced, educationally sound, instructional programs can flourish. All of our
experience testifies to the fact that instructional programming of the highest
-quality-particularly in. television-requires substantial resources. Rather than
rely on what their own limited resources can provide, school systems, state-
-wide agencies and noncommercial broadcasters are coming together to form
consortia to finance instructional series for their own use arid for sharing with
other educational groups. In order to achieve consortium financing and to recoup
the substantial investments which are required for program series which are
professionally produced iinder the guidance of educational experts in content
and methodology, the programs must be available for widespread and prolonged
-use. Because instructional broadcasting-and particularly instructional tele-
Tision-is at last emerging from the cottage industry stage, we suggest that
statutory limits upon the number of tape copies which may be made, or their
useful life, are counterproductive. Further, since those in instructional broad-
casting are willing to pay for the use of copyrighted materials to which they
can have simple access, such restrictions are wholly inappropriate.

Finally, I waint to speak about the retransmission of radio and television
programs, particulary about the use of recordings made off-the-air for classronom
use. Programs which may be of great instructional value do not-unfortunately-
always appear on the broadcast schedule at the precise time when teacher and
class meet. The advent of simple and inexpensive video tape recorders has made
it possible to bridge that gap, and teachers are increasingly interested in record-
ing programs for use when next their class meets. We believe that such a
practice is sound and that it should be permitted under limited educational
exemption within certain clear and narrowly-defined limits: that the user silould
mnake but a single copy for use within his educational institution and not for
showing to a general audience. Further, such recordings should be made and
used vwithin a five-day period, and that after five days the recording should
be erased.
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The purpose is to bridge the short but critical gap between broadcast and class
tmeeting. Such recordings should not-and under these restrictions,'could not-
stibstitue for film or videotape versions which only become available through
eomnnerciaf sources months or years after the time of broadcast. By limiting
to five days the life-'of such recordings as we propose here, immediate ediic-
tional needs could be served ivlthout adverse effect upon the later comiimeriiihl
market for library copies or copies for classroom use in subsequent- semesters.

In summary, as an alternate form of teaching, instrdctional- broadcasting
requires equitable treatment under the doctrines of fair use and educational
exemption. Beyond these doctrines, producers of instruttional programming are
willing to pay reasonable copyright f. _s, but they cannot do so unless they have
access to copyrighted-materials under a system of terms and conditions which
frees them from the present pattern of delays, high administrative costs and
uncertainties. in order to achieve critical niass and needed economies of scale,
instructional broadcasting must be free from hrbitrary limitations upon the
number of recordings which can be made, and their useful lifetime. Finally,
there is a b:owing interest in using educational tv2hnology to bring into the
classroom important programs which can contribute significantly to the instruc-
tional process which could not otherwvise be available on a timely basis.

Thank you.

Senator McCLEAN'. Next .
Sir. STF.DMAN.. Mr. Chairman and members of the subcommittee, I

am John Stedman, professor of law, the University of Wisconsin. I am
a member of the Special Committee on Copyright Law of the Associa-
tion of American Law Schools. Representatives of the American As-
sociation of University Professors and the American Council on Edu-
cation have joined in the deliberations of that committee. I appear
before you today at their request.

As you can gather from the associations involved here, our concern
is primarily dir'ected to university and college education and scholar-
ship. In accordance with the procedures that have been set down, I
will forego reading my prepared statement, which has been submitted
to you. and simply attempt to state the highlights of it.

Senator MCCLELT.LN-. All r;glit. Your statement will be printed in
the record.

Mir. STEDIAN.-. Our basic recommendation is this: Ve urge enact-
ment of a statutory fair use provision accompanied by supportive lan-
guage in the committee report comparable to that contained in House
Report- 2237 exl)ressing its concept of fair use as that term was under-
stood prior to WJilliam and ITilkins.

This is an important but a modest recommendation. It merely sug-
gests after all that your committee stand by the approach that the
House took in 1967 wlhen it passed an earlier version of the copyright
revision bill and the approach vour committee takes at the present time
as evidenced by the language of section 107.

The reasons behind our recommendations here are threefold: one,
flexibility in usage is essential to teaching scholars; two, the "fair use"
doctrine, properly understood and properly applied with respect to
education, will provide this flexibility and do so without economic
injury to the copyright owner; three, in the light of how the legal
process works and some recent legal developments, it is essential that
this doctrine, which has heretofore been a purely judicial doctrine, be
expressly written into the copyright statute accompanied by support-
ing langlage in the committee report.

Let me take these three propositions in order.
(1) With respect to flexibility, effective teaching and scholarship

are crucially important to our society and becoming more so every day.
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And the higher education community has been given a major responsi-
bility for advancements in this area. I don't believe I need to belabor
this point any further. These advancements cannot be accomplished
without some flexibility in the use of copyrighted material. This is
absolutely essential to effective teaching and scholarship.

In his role as a researcher, the educator must have the readv access
to excerpts, articles, and hard-to-get materials. Here, single copy du-
plication of excerpts and 'nter-library lending are the only feasible
solutions. In his role as a tcacller, the educator must have access to
excerpts, typically of current articles, and lie must have these availablh
for students if an adequate job of teacher-student conlniunication2 is
to be carried out. Duplication for such temporary usage is the only
answer.

(2) Now, let me turn to the role of fair use in this. It is essential that
these materials. in their Indited form and scope and for their limited
temporary and nonpiofit use, be made available promptly aid ilth-
out cost to the usels. Otherwise they will simply not be used. The
copyright owner will gain nothing but education will suffer severely,
and in the case of higher education, at least in most instances, the
author as well will suffer. This is where the fair use doctrine comes in.
In its basic concept, it is a sort of safety valve designed to permit
usage-of copyrighted materials and the information contained in these
materials, in circumstances i;hcre a public interest in such usage will
be served and where that public interest would be frustrated'i f one
were denied freedom to see it, and where allowing such usage will oc-
casion little or no economi c inj;ur to the copyright owlir in comnpa i-
son to the public advantage that will accrue. This is exactly the case
in the situation we are tall;ing about here.

In future educational activities fair usage can and should play an
important role.

(3) Finally, let me address myself to the reasons for legislation on
the subject of fair use. The factors that make it important to write
this doctrine into the statute and accompany it with a clear statement
of legislative intent tare, I think, fairly clear. The courts. as we know,
are liheavily influenced by precedent, and there has in the past been
virtually no precedent witlh respect to educational usage presumably
because such usage has not been controversial or challenged.

Now it is a matter of controversy and it has been seriously clal-
lenged as a rc1eult of the sweeping language and reasoning contained in
the preliminary decision in the Williams andl Wilkins case. UTndcr
Ihlese circumstances it becomes crucially important that Congress speak
out and provide the courts with guidance in this matter.

And so we conclude as we began with a request that this committee
continue the traditional recognition of fair use in the research and
teaching context by the enactment of section 107 coupled with sup-
portive legislative history as outlined in our prepared statement.

I should add one minor point. There are two clarifications that
should be made in the existing language of section 10 of S. 1361 which
we think should be made explicit. We would like to see the legislative
history indicate that none of the other sections of the act limit the
force of section 107. This is already written into somni of the provi-
sions. It is clearly stated several times in the IIouse report. We want
to see that in this report as well.
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We would also like the history to show that the fair use doctrine
protects the maker of a copy as fully as it protects the user of that
copy.

Thank you very much.
Mr. BRENNAN. Mr. Chairman, for the benefit of the committee, ,t

minutes remain to the committee.
[The statement of M~r. John C. Stedman in full follows:]

STATEMENT BY JOHN C. STEDMAN, THE COPYRIGHT COMMITTEE OF TtIE ASSOCIA'fTIO
OF AMERICAN L&W SCHOOLS, THE AMERICAN ASSOCIATIONS OF IS.IVERSIIY PRO-
FESS0RS AND THE AMERICAN COUNCIL ON EDUCATION

Mir. Chairman and members of the subcommittee, I am John C. Stedman, Pro-
fessor of Law, the University of Wisconsin. 1 am a member of the Special Com-
mittee on Copyright Law of the Association of American Law Schools. Repre-
sentatives of the American Association of University Profesbors and the Amer-
ican Council on Education have joined in the deliberations of that committee. I
appear before you today at their request.

This group urges as strongly as it can that the doctrine of fair use not only be
preserved, but be given formal recognition by the Congress, both by express
statutory provision and by appropriate language in the final committee report, as
it has been earlier in this revision and in House Report No. 2237, S9th Congress,
Second Session, pages 61 to 66 (1966). This is a modest, but important, recom-
mendation. It merely suggests, after all, that your committee stand by the ap-
proach that the House took in 1967 when it passed an earlier version of the
Copyright Revision Bill, and the approach your committee takes at the present
time, as evidenced by the language of section 107.

Let me emphasize that we do not seek to remove protected material from copy-
right control. Nor ari we adverse or hostile to the basic premise that legitimate
rights in intellectual iroperty should be protected. We accept that premise as a
matter of principle, as a matter of public policy, and as a matter of self-interest.
There are, after all, within our constituent membership many authors whose
scholarly works command high prices in the commercial book market and authors
whose royalties compare favorably with the royalties of non-academic authors.

Our main concern is to stress before this committee the soundness of the tradi-
tional, judicially-constructed doctrine of fair use, and its fundamental impor-
tance in the process of higher education. Those among us who are law teachers
are moved by an added sense of urgency and concern. Tradition and precedent
play an important role in the judicial development of the law. But there is little
case precedent to guide the courts with respect to permissible uses by teachers
and researchers. Cases simply did not come up in this area. But given this-scar-
city of cases, if S. 1361, with its present section 107, were enacted without ap-
propriate legislative history-at a time when educational usage has become a
controversial issue-courts might interpret this silence as indicating a Congres-
sional intent not to go beyond the precedents of the past. You will recall that
Congressional silence in the 1909 Act with respect to the protection of phono-
graph records, despite the fact that phonographic technology existed at that time,
resulted in this important area receiving no copyr ght protection down to the pres-
ent time. We would not want to see this costly ind unfortunate experience re-
peated in the educational fair use area, becaust the Congress failed to speak
out on the subject. I should add that the dangers hat exist here are aggravated
by the sweeping language and reasoning contain in Commissioner Davis' opin-
ion in the Williams and Vilkins Case.

In seeking to assure the applicationoftraditioal fair use doctrine through
express statutory recognition coupled with support e legislative history, we are
moved by the essential importance of the "abiity of copyrighted materials
in teaching and research. First and most 1 ic is the fact that the higher educa-
tion community, college and university .nistrators and their faculties, are
primarily the institutions in which the ul. task of transmitting and advanc-
ing knowledge is reposed. I emphasize that uoth research and teaching are in-
volved in this process. Each is indispensable to the other. Effective instruction of
the next generation of citizens and professionals requires that the current gen-
eration of teachers be involved as researchlcs at the frontiers of their own in-
dividual disciplines and specialties. But if the individual teacher is to discharge
this duty, he must be current within his own discipline, and this requires that he
have access to the work product of allied researchers.

20-344-73-14
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The exponential rate of, growth of knowledge in this generation and its ex-
pression in written and other forms, underscores the importance to the scholar
and teachers of access to this information. As the volume of published material
has risen, the library budgets of colleges and universities are increasingly pressed.
The typical library of a major law school must spend a substantial portion of
its annual budget to acquire the cuirrent volumes of the state and federal reports
and the current supplements to the vast array of state statutes, treatises, and
looseleaf services. It is not prssible for every university and.law library to ac-
quire one or more copies of every book needed for research and teaching in the in-
stitution.

The relevance of this to the fair use doctrine is, I trust, clear, look at it first
from the standpoint of the researcher. A teacher at a good priyaLe university
in the southeastern United States who is interested in research on-a particular
topic finds that the basic works relating to that topic are available only at one
or two distant universities in the northeast. He may want to consult only one
chapter in such a work, or a few pages within that chapter to which he has
found a citation in a periodical that is available to him. Access to such informa-
tion is essential to the scholar. Inter-library "lending" has become the means
to such access. A definition of fair use that left it uncertain whether such a
portion could be photocopied and thus satisfy the researchers' needs, would
frustrate the purposes that underlie the fair use doctrine, and would be inimical
to the orderly extension of scientific knowledge.

Although the library associations are appearing here on their own behalf, we
consider the need to permit restricted photocopying for the injiiidual scholar so
basic to the vital inter-library loan process as to warrant emphasis by-us as IwNell.

Turning to the teaching function, the need for reasonable photocopying for
classroom purposes closely parallels the need of the scholar. Often a current
new item will appear first in a newspaper or other periodical. Or it may be a one
or two page excerpt from a voluminous book or article. Whatever its source, the
quality of teaching is grealty improved by making the excerpt available to
students. Denial of the opportunity to do this does not niean that students and
teachers will go out and buy the entire book or periodical. They will simply do
without. In short, the cause of education will have been disserved, and the copy-
right owner will be no better off.

In this connection, we reiterate that we do not seek the right to reproduce
entire books or othler publications. We seek only a clear expression of intent
that the fair use doctrine, as set forth in section 107, includes cl!assroom use by
a teacher, together with a supportive statement in the legislative history to the
effect that classroom use by a teacher was intended to be within he ambit of
section 107. In urging this statement we accept the limitations cited in House
Report No. 2237, 89th Congress, Second Session, at page 62 (1960) that in deter-
mining fair use it is appropriate for a trier of fact to consider the non-profit
character of a school, the independent volition of the teacher and the spontaneity
of the temporary use by the teacher and the students. We accept also the limita-
tion that compilation of anthologies would be outside the ambit of fair use.

We reiterate that we do not seek the right to engage in multiple copying out of
the context of research and teaching. We seek only the right of the scholar to have
access to knowledge through a single copy of- such portion of controlled works
as are germane to his established research goals, and, for the classroom teacher,
to have the right to use current materials in the non-profit.and temporary use
context that is his normal classroom situation. In this connection we recognize
that the effe t on the potential market for the copied work is an appropriate
factor to be considered in the determination of fair use, but we also recognize
that in the overwhelming proportion of cases, any possible adverse effect will be
nil or virtually so. Indeed on balance, access to excerpts appears more likely to
stimulate sale of the source product than to discourage it.

Two minor clarifications of points that seem implicit in the existing language
of section 107 of S. 1361 would make their meaning explicit. We would like to see
the legislative history indicates that none of other sections of the Act limit
the force of section 107. We would also like the history to show that the fair
use doctrine protects tue maker of a copy as fully a sit protects the user of that
copy.

We conclude as we began with a request that this committee continue the tra-
ditional recognition of fair use in the research and teaching context by the enact-
ment of section 107 coupled with supportive legislative history as outlined above.
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.Mr. STFTSNILBER. TI.Mr. Chairman, my name is August IV. Steinhilber
and I am director of Federal relations for the National School Boards
Association..

The National School Boards Association is the only major education
organization representing school board members. Our membership is
responsible for the education of more than 95 .,creent of all the Nation's
public schoolchildren.

As representatives of the Nation's largest unit of government, both
in terms of number and expenditures, our testimony today is not for
the benefit of any vested professional or business interest.

We are locally elected officials. We are here as trustees of the tax-
payer, who must eventually bear the cost which the limited monopolis-
tic rights arising from copyriglht protection will entail. The term
monopolistic is being used in the nonpejorative sense that to the ex-
tent legislative restrictions are placed on the public use of work,
society is then being precluded from freely dealing with the ideas pre-
sented therein.

Mlr. Chairman, may I stray a little from my prepared testimony.
Having negotiated with private industry the last few weeks on the
energy crisis, where we tried to obtain bids on fuel oil to keep schools
open this fall plus retain current natural gas usage which you know
is under the Federal Power Commission, I would indicate that any
monopoly is indeed dangerols-to the public and therefore the responsi-
Lilit~y of tlis committee is very heavy to prevent such from happening
in the copyright area.

;We know the subcommittee recognizes that great care must be taken
to weigh taxpayer cost in striking the balance between intellectual
creation and intellectual pursuit. And, it is with respect to the latter,
intellectual pursuit-specifically, taxpayer cost as it relates to class-
room use of copyrighted materials-that my testimony is directed.

The National School Boards Association supports the balance of in-
terests expressed in the exemption proposed by Mr. Wigren of the
ad hoc committee of copyright law revision. In the interest of time,
my specific comments will focus on three issues: One, duration; two
,statutory damages; and three, other than face-to-face "not for profit
use."

We strongly oppose an expansion of the current duration period of
28 v ears renewable for 28 years, particularly to a period as long as
life plus 50 years. It totally defies commonsense to assume that the
typical artist, in order to have financial incentive to produce, needs a
copyright protection which will not only keep him financially secure,
but will provide an ongoing source of income for his great-grand-
children. Under the current law,, the artist, like the rest of the citi-
zenry, in effect, has a life interest in the sale of his labor, which has
thus far proven to be sufficient. Furthermore, except for the relatively
rate instances of great works, we sincerely doubt whether the demand
for most works in excess of 56 j ears of age is such that the balance
between spot usage and royalties collected by heirs can justify bur-
dening copiers with finding the publisher in interest. and then order-
ing copies or seeking permission to copy.

In speaking of expanding duration, it would appear that the pub-
lishing industry is the real beneficiary of the "life plus fifty" proposal.
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Second, we strongly endorse a waiver of statutory damagesfor inno-
cent educational infringers. As school board members, we have to
protect what we would ordinarily consider the ultra vires violations
of our teachers and librarians.

Our concern is that such personnel should not be required to pro-
ceed with the judgment of a copyright lawyer-many of whom would
also encounter difficulties in dealing with the factual complexities
which may arise in applying the law on a day-to-day classroom basis.
It is our opinion that penal provisions will not serve to deter good
faith violations, as much as it will to foreclose teachers from pursuing
justifiable exemptions to the law, and, in turn, foreclose the educa-
tional public policy which such exemptions seek to protect. In this re-
gard, it can be assumed that school employees, and the units of govern-
ment which oversee their activities, will operate in good faith and take
steps to insure adherence to the law.

Well, in the interest of time-and I know I have taken up too much
of that commodity-I will rest my case. ~My prepared document
speal for itself, and I would like to have an opportunity to answer
questions. I would again urge you once again in support of an educa-
tional exemption which would place education in the same position
or virtually the samne position that it now holds.

[The statement of August W. Steinhildber in full follows:]

STATEMENT OF AUGUST W. STEIRIIIDER. Dnir.CTOR OF FEDERAL RELATIONS,
NATIONAL SCHOOL BOARDS AsSocIxrTI

Mr. Chairman, my name is August W. Steinhilber, and I am D;rect.sr of Federal
Relations for the National School Boards Association.

The National School Boards Association is the only majol educatiol. organi-
zation representing school board members. Our memberslhip is responsible ifor the
education of more than ninety-five percent of all the nation's public school
children.

As representatives of the nation's largest unit of government, both in terms of
number and expenditures, our testimony today is not for the beneft of any vested
professional or business interest. Riather, we are here as tru.tees of the taxpas er,
who individually must bear the pro tanto cost which the limited monopolistic
rights arising from copyright protection will entail (The Lerm monopolistic is
being used in the nonperjorative sense that, to the extent legislative restrictions
are placed on the public use of work, society is then being precluded from freely
dealing with the ideas presented therein).

We know the subcommittee recognizes that great care must be taken to weigh
taxpayer cost in striking the balance between intellectual creation and intellec-
tual pursuit. And, it is with respect to the latter, intellectual pursuit-specifi-
cally, ttsxpayer cost as it relates to classroom use of copyrighted materials-that
my testimony is directed.

The National School Boards Association supports the balance of interests ex-
pressed in the exemption proposed by Mr. Wigren of the Ad IIoc Committee on
Copyright Law Revision. In the interest of time, my specific comments will focus
on three issues: 1) duration, 2) statutory damages, and 3) othei than face-to-
face "not for profit use."

We strongly oppose an expansion of the current duration period of 28 years
renewable for 23 years, particularly to a period as long as life plus 50 years.
It totally defies common sense to assume that the typical artist, in order to
have financial incentive to produce, needs a copyright protection which will not
only keep him financially secure, but will provide an ongoing source of income for
his great grand children. Under the current law, the artist, like the rest of the
citizenry, in effect, has a life interest in the sale of his labor, which, has thus
far proven to be sufficient. Furthermore, except for the relatively rare instances
of great works, we sincerely doubt whether the dema- a for most works in excess
of fifty-six years of age is such that the balance betw et spot usage and royalties
collected by heirs :an justify burdening copiers with finding the publisher in
interest, and then ordering copies or seeking permission to copy.
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In speaking of expanding duration, it would appear that the publishing in-
dustry is the real beneficiary o-the "life plus fifty" proposal. Even granting that
promotion of the arts and scienes may require incentive for commercial spon-
sors, it is difficult to imagine howv promotion could be encouraged by offering
protection for a period which may very well exceed the life of the sponsoring
individual, or the publishing company, which invested the risk capital. Indeed,
it would appear at some point the need to encourage.the arts will be discouraged
if sponsors can reap long term profits from their past successes.

Second, we strongly endorse a waiver of statutory damages for innocent edu-
cational infringers. The nation's school boards can make this endorsement from
the detached position of not being liable for the ultra vires violations of our
teachers and librarians. Our concern is that such personnel should not be re-
quired to proceed with the judgment of a copyright lawyer-many of whom would
also encounter difficulties in dealing with the factual complexities which may
arise in applying the law on a day to day classroom basis. It is our opinion that
penal provisions will not serve to deter good faith violations, as much as it will
to foreclose teachers from pursuing justifiable exemptions to the law, and, in
turn, foreclose the educational public policy which such exemptions seek to
protect. In this regard, it can- be assumed that school employees, and the units
of government which oversee their activities, w.ll operate in good faith and take
steps to ensure adherence to the law.

Third, the educational exemption proposed by the Ad IIoc Committee on Copy-
right Revision is inclusive of those transferring mechanisms which would limit
copyright protection beyond face-to-face tU aching, such as educational television.
While other witnesses can provide expert technical testimony to support such
an exemption, we would like to especially emphasize our encouragement for the
closed circuit educational television exemption. This teaching device costs the
taxpayers millions of dollars every year, and it would be an enormous frustra-
tion of that ex:enditure if the use of educational television was impeded by
restrictions, further costs, and delays in clearing administrative restrictions.
In addition, it-should be noted that the Congress has recognized the educational
television priority through special provisions in the Emergency School Aid Act
and Title III of the Elementary a:nd Secondary Education Act. Therefore, apart
from the taxpayer interest, the tighter the restriction on closed circuit television
usage, presumably the less achievable will be Congress' legislated goals in educa-
tional innovation and quality integrated education-the purposes of the two acts
which I just cited.

Mir. Chailman, this concludes my statement. On behalf of the National School
Boards Association, I would like to thank you for permitting us to present our
views on the educational exemption to the copyright laws.

Mr. ROSENFIELD. ,Mr. Chairman, reference has been made to the im-
pact of Williams and Wilkins on the educational community's interest.
For the interest and edification of the committee, may I submit a
memorandum of law on the impact of the Commission's opinion and
its relationship to the House committee report?

Senator McCLEr,LLAt,. You may. It -will be received.
[The memorandum referred to follows:]

IEMORANDUNt OF LAW

Re: Impact of Commissioner's Opinion in Williamnts & Wilkins.
The Commissioner's decision in Williams d Wilkins is inconsistent with the

understanding of the House Judiciary Committee on the meaning of "fair use."
The Commissioner's opinion undercuts the House Committee's understanding

as to "fair use" in such a serious way as to make it impossible for education
safely to accept the House Committee's bill and report at this time.

1. To date, the only action taken by either House of the Congress in connection
with copyright revision was that taken by the House in 1966 and in 1967. In each
instance, the House Judiciary Committee reported a bill with a report, the last
instance being in 1967, H.R. 2512 and the accompanying H. Rep. No. 83, 9'30th Con-
gress, 1st Session.

2. For the first time, a Congressional Committee proposed statutory recognition
of "fair use." SomL ofithe key considerations appeared in the House Committee's
respective reports as follows:
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(a) There were no available judicial precedents for the meaning of "fair
use" in connection with nonprofit schools. House Rep. No. 2237, 89th Con-
gress, 2nd Session, on H.R. 4347, pp. 60-1.

(b). In proposing statutory "fair .use," the House Committee stated:
"Section 107, as revised by the -ommittee, is intended to restate the present
judicial doctrine of fair use, not to change, narrow, or enlarge it in any
way... ." H. Rep. No. 83, supra, at p. 32.

(c) To gire some guidelines of what such statutorily-adopted judicial
"fair use" meant, the Committee set forth, in considerable detail and spec-
ification, examples of teaching activities which it regard as "fair use"
under the judicial doctrine which it was accepting without change.

3. Il-specific instances of major-importance, the views of the House Judiciary
Committee as to what "fair use" comprised were diametrically opposed to the
Commissioner's decision in Williams d Wilkins. This being the case, the educa-
tional community cannot at this point safely rely on the views previously ex-
pressed by the House Judiciary Committee as to the meaning o .udicially-deter-
mined "fair use."

4. Examples. The divergence between the Commissioner and the House Judi-
ciary Committee are indicated in three items of major importance to the edu-
cational and library community, as follows:

(A) AN ARTICLE FROS! A PERIODICAL ISSUE

The Commissioner: there is no difference between an article and an entire
periodical issue. ". . each article in plaintiff's journals is protected from
infringement to the same extent as the entire journal issue. (p. 6)

House ,Iudiciary Committee: there is a difference. "Single opies of 'entire'
.works.. . The educators have sought a limited right for a teacher to ina-.e u
single co.y of an 'entire' work for classroom purposes. The committee unmler-
stands taat this was not generally intended to extend beyond a 'separately
cognizable' or 'self-contained' portion (for example, a single poem, story or
article) in a collective work. and that no privilege is sought to reproduce an entire
collective work (for example, an encyclopedia volume, a periodical i88sse) ...
With this limitation, and subject to the other relevant criteria, the requested
pri' ilege of making a single copy appears appropriately to be within the scope
of fair use." (34-5) (underlining supplied)

(B) COPY OF ENTIRE WORK

Commissioner: No. ". . And the courts have held that duplication of a copy-
righted work, even to make a single copy, can constitute infringement."

House Jlidiciary Committee: Yes. under some circumstances. "For example,
the complete reproduction of a fairly long poem in examination questions dis-
tributed to all members of a class might be fair use ... " (33)

"There are certain classroom uses which because of their special nature would
not be considered an infringement in the ordinary case. For example ... record-
ings of performances by music students for purposes of analysis and criticism,
would normally be regarded as fair use unless the copies or phone-records were
retained or duplicated." (34)

"Allows multiple copies of very short se.f-contnined works." (p. 35)

DIFFERENCES BETWEEN SINGLE AND MEULTIPLE COPIES

Commissioner: None. ". .. there is noching in the copyright statute or, :'r
case law to distinguish in principle, the making of a single copy of a emp3-
righted work from the making of multiple copies.. ." (14)

House Report: There is a difference. "Single and multiple copying. Depending
upon the nature of the wbrk and other criteria. the fair use doctrine shou.ld
differentiate between the amount of a work that can be reproduced by a teacle:-
for his owvn classroom use... and the amount that can be reproduced for di
tribution to pupils.. ." (p. 33) i(uiderlying supplied)

". . fair use can extend to the reproduction of copyrighted material for
purposes of classroom teaching,"'(p. 33)

The educational community deliberately compromised on some of its major
dei nands in spbecifc reliance upon the understandings set forth in the House
Judiciary Committee's report on the meaning of "fair use:" The Commissioner's
opinion in Williams d Wilkins negates the substance of that legislative under-
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standing and renders it unsafe and unwise, at this point, to rely on the under-
standings set forth in the House Judiciary Committee's interpretation of "fair
use." The educational community, therefore, must have clearcut and decisive
assurances that the statute will include what is needed for the educational com-
munity, in the way of reasonably copying and recording-needs Which are
rejected by the language as well as the thrust of the Commissioner's opinion.

Senator MCCLELLAN. IS that all now?
Mr. WIGREN. Mr. Chairman, may I clarify one point before we

leave the stand?
Senator MCCLELLAN. Yes.
Mr. WIGREN. Very frequently I have been asked, does the ad hoc

committee's limited education exemption request go beyond the bounds
of "fair use" ? And I am sure some of the members of your committee
would be interested in our interpretation of that question. I would say
that our request goes beyond fair use in protection only, but not in sub-
stance. In other words, our request goes beyond "fair use" in four ways,
as far as protection goes. First, the limited educational exemption
would provide certainty that a given practice of teachers in the class-
room is permissible. We do not have this certainty now.

Second, the limited educational exemption would provide us free-
dom from the aura of commercial competition in the normal "faii' use"
situation; that is, as I pointed out in my testimony, "fair use" is generic
in nature and applies equally to both commercial and noncommercial
users.

WVe feel educational usei need special protection over and above
that provided commercial users, because of their public responsibility.
Third, "fair l,e"' is a defense in a lawsuit, and the teacher has the
burden of proof under the present statutes. The limited educational
exemption on the other hand puts the burden of proof oh the pub-
lishers. The publisher has to prove that the teacher has infringed.

Finally, the limited educational exemption would protect us in the
event there arises another court suit be it Smith versus Jones or what-
ever you want to call it, which might be similar to Williams & Wilkins.
In the event that occurred we wouild be protected. Otherwise we would
have the same thing to do all over again as we are doing today.

Let me point out that we are not asking for more substantiv:e righllts,
but Are are asking for more protection to assure that we get those sub-
stantive rights which we feel are appropriate for the educational
community.

Thank you, sir.
Senator M6CLErLTANs. All right. Thank you.
Call the next witness.
Mr. BRE.NNAN. We have five separate presentations in opposition to

the ad hoc 2ommittee amendment. Each witness will be alloted 8
minutes.

Senator MicCLELLAN. There goes the bell. I will have to leafe to vote,
but will be, back shortly.

rA brief recess was taken.]
Senator McCLrELLAN. The comlnittee will come to order. Call the next

witness.
{Mr. BRF.NNAN. Mir. Chairman, the first witness in opposition to the

ad hoc committee's amendment is IMr. Irwin Karp, counsel for the
Althoi's' Teage of America,

Senator MCCLrELLAN.. All right, Mr. Karp, you may proceed.
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STATEMENT OF IRWIN KARP, ESQ., COUNSEL FOR THE AUTHORS
LEAGUE OF AMERICA, INC.

MIr'. KARP. Thank you, MIr. Chairman.
I have submitted a written statement and I would respectfully

request thlatit be included in the record.
Senator C'[cCLELL.,NN. It will be printed in the record in full.
bIr. KAnR. I will simply comment on certain portions of my written

statement.
The Authors League opposes the proposed educational exemption,

which has just been discussed by the illustrious members of the panel
who addressed you.

I will focus, as our statement focuses, on those provisions whicl
deal with reproduction, copying, and recording. But I do want to state
that the Authors League opposes the other aspects of the exemption
which would permit storage and retrieval systems beyond the limits of
fair use. And it also opposes the provisions on educational broad-
casting, which as we just heard would apparently. in the eyes of the
proponents, allow them to go into the wholesale busisness of using copy-
righited materials for the preparation of television programs--involv-
ing such substantial investments that they must have even greater
power to reproduce copies so they can. as tilhe gentleman just told us,
recoup their investment. I think that marvelous little phrase about re-
couping their investment exemplies a certain failure to envision the
problems of producers of educational material and authors who must
also recoup their investment. In a sense that myopic vision highlights
and emphasizes the problems that have plagued us all through the
copyright revision proceedings.

It should be elnphasized, at the outset. that what the educators are
doing is asking this committee and the House Judiciary Committee to
tlhrow out a carefully worked out compromise on the problem of edu-
cational copying. The same gentlemen who were before you just now.
made the same pleas to the HIouse Judiciary Committee and this com-
mittee back in 19 7, and then again when tl;is committee held hearings
the following year.

The House Judiciary Committee, taking very careful note of all of
the arguments, said that because photocopying and other reproducing
devices were becoming easier and cheaper, and because of the dangers
of educational copying to authors and publishers, a specific educational
exemption was not warranted. IIowever, the House Judiciary Com-
mittee took several steps to meet and balance the needs of authlors and
educators. They revised section 107 at the request of the educators to
make it explicit that some use for purposes such as criticism, comment,
news reporting, teaching, scholarship or research could be fair use.

Then they, made a very careful analysis of the four criteria of fair
use, which they applied to specific typical classroom situations.

As the committee noted, the analysis had to be broad and illustra-
tive. They said it might provide educators with the basis of establish-
ing workable practices and policies.

Now, in reality the house committee's analysis of fair use, with
its explicit examples and illustrations of how it applied to educa-
tional copying, was far more precise than the very vague amend-
ment that this committee is being asked to adopt in the name, so we
are told, of clarity.
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The fact of the matter is that tlhu House report and the draft report
of this committee give far clearer guidelines to educators and publish-
ers and authors than this proposed exemption, whichl concededly
would go beyond the limits of fair use.

The House committee said, in its concluding remarks on this sub-
ject, that "the doctrine of fair use, as properly applied, is broad
enough to permit reasonable. educationai use, and education has some-
thing to gain in the enactment ofea bill -hieh clarifies what may now
be a problematical situation."

Nowv, that remark, Senator. that judngent and that analysis of fair
use is just as valid today as it was when the House .Judiciary Com-
mittee made the report because there is absolutely nothing in the
Ifillianzs and lWilkins decision -which changes the concept of fair use
as it applies to educators or educational copying. And it requires a
tortured reading of Commissioner Davis' very careful opinion-and
a very partisan reading-to believe that this changed in any way the
work of Mr. Kastenmeier and his committee which was then accept-
able to the very people who just sat here before you. So, the decision
is simply being used as a pretext to push once more for an exemption,
which even the educators recognized after discussion to be-

Senator MCLrELLAN. Oh, we just got a record vote call. I will have
to recess for a few minutes, and I will hurry back.

Be at ease until I return.
[A brief recess was taken.]
Senator McCrPrLAx. The Committee will come to order.
3Mr. IKAnt. As I said, the House Judiciary Committee comnpleted

its analysis of the problem of educational copying by stressing that
the doctrine of fair use properly applied is broad enoughl to permit
reasonable educational use.

Indeed, Mr. Rosenfield, counsel of this committee, very shortly
thereafter, speaking for the ad hoc committee. said that the sine qua
non of our agreement on the compromise of educational copying, the
sine qua non of our agreement, is the present language of 107, un-
changed. The proposed educatioal exemption will change that agrees
ment considerably and will change 107.

I might say very briefly, that if the exemption is not intended to
go beyond fair use, there is obviously no need for it-altllouhal in fact
it concedely would go beyond fair use. W e analyze this point in our
statement and we point out that it would permit ,:arious types of copy-
ing that do not meet the criterion of fair use, including tl:e most im-
portant criteria-whether the use would affect the markiet value of, or
market for, the copyrighted work.

TWe have discussed this afternoon in other testimony how educa-
tional copying can injure authors, and how library copying can do
that also, and I will not repeat that analysis.

*We then come to the Williams and IAilA:ins case, which is the pre-
text on which the educational community asks for another crack at
the educational exemption. In the Hoiuse Judiciary rnport it was
emphasized that each case raising the question of fair use must be
decided on its own facts. And the committee said that "unauthor-
ized library copying, like anything else, must be judged a fair use-or
an infringement on the basis of all the applictable crit(ria and the
facts of the particular case." That is a well-established doctrine of
copyright law.
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Now. the facts in the l'illlaam and VWilkin.s case were that the two
sets of Government libraries engaged in the systematic reproduction,
on a vast scale, of copies of entire articles for their ogwn patrons and
the patrons of other libraries. In his opinion Commissioner Davis
passed no judgment on educational copying in any of the permuta-
tions analyzed by the House Judiciary Committee.

MWhat Commisioner Davis dida vas to confine his decision and opin-
ion to the facts of this particular case, which is always done in fair
use cases. HIe said that based on the facts of the narticular T1tilr7n'.s
and Wilkins ca-se-on the annual systematic copyine of thonlcanll
and thousands--and literally millions over a period of years-of
journal articles-that this systematic cop3inL was wholesale copying
and was therefore not fair use. And he analyzed the criteria of fair
use- as it applied to those facts only.

IHe also pointed out that copying of entire articles could. under ap-
propriate circumstances, be fair use al. X he said that there were many
illustrations that might come to mind- on reflection. And he re-empha-
sized that fair use, however. cannot support wholesale copying of the
kind here-in this suit.

One concluding comment. the educational snokesmen have told r'ou
today that "educators" must have access to these materials and they
are really dealing with a large industry-publishing-vwhich is only
concerned with profiting itself. A s a matter of fact. authors and pllb-
iishle~s are also "educators" and make valuable contributions to the
educational process, which they could not do-if this exemption were
established-without considerable loss to themselves. On the other
hand, education is one of the top 500 industries in the United States.
And there are no educators, to my knowledge, who teach without pay
or who occupy schoolrooms or school buildings which are not paid
for. The educational- system and the school boards do pay for other
services and facilities that they use.

It might be pointed out thiat when teachers feel that the compen-
sation they receive is not. adequate, they have a remedy. They are
allowed to or.anize in large groups andl boycott the schools. They
go on strike, and they stay on strike. keeping the sclools sliht down{,
until they receive what they consider adequate compensation. Ironi-
callv.y, thev are entitled to do that under an exemption granted by an-
other statute, the Clayton Act because the conduct of the NE1'A local
chapters in various States. in striking schools, is a boycott, which
would otherwise violate section 1 of the Sherman Act.

They are able to organize in large groups: namely, union. to fix
the prices for their services-lwhich would also violate the Sherman
Act were it not for the exemption they have under the Clayton Act.
IWVe have no ouarrel with that. What wve do quarrel with is this new
exemlption thley seek whichll would prevent publishers and authors
from receiving reasonable compensation for their materials and their
services, that is, when their copyrighllted works are copied, beyond
the limits of fair use.

T! House ,Tadiciarv Committee suggested that where copying
beyond fair use was desired by educators, that reasonable, voluntary
arrangements should be worked out to make this possible it also sug-
gested that educators, authors, and publishers cooperate in establishing
criteria for fair use. We are perfectly willing to do that and we
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uwlderstand that .the Association of Americran Publishers is. Wfre think
that these problems can be resolved. But -we don't think they can be
resolved by dealing a hcavv blow to the copyright system, which after
all is the underpinning foi independent e..trepreneurial creation and
dissemination of literary, scientific, and artistic works. Because if
copyright is undermined by this-type of exemption, then the-ionly thing
we can do is go to a Government-subsidized system of creation and
publication.

Thank you;
Senator MICCLELLAr,N.. Thank you.
[The prepared statement of Irwin K arp follows:]

MIr. Chairman and members of the subcommittee, my name is Irwin Karp.
I am counsel for The Authors League of America, a national society of profes-
.ional writers and dramatists. I appear to present its views on the amendiutnt
to S. 13t1 requested by The National Education Association and other groups
("The Ad Hoc Committee on Copyright Law Revision"). I respectfully. request
that this statement be included in the record.

The Ad IIoc Committee has requested the Subcommittee to add to the Copy-
right Revision Bill a new section which ;would create a "general educational
exemption" permitting "educators", "scholars" and "researchers" to reproduce,
copy and record copyrighted works beyond the limits of fair use; to store and
retrieve materials in automatic s. stems to a greater extent than permitted by
fair use or Sec. 117 of the Bill: and to record and retransmit broadcasts for five
days-to schools and colleges, a practice which constitutes infringement under the
present law, and under the Revision Bill.

The Authors League urges the Subcommittee to reject this proposed exemp-
tion because (1) it would permit uncompensated educational copying beyond
the limits of fair use, and destroy the reasonable. compromise solution to this
poblem which is reflected in the Report of the IIouse Judiciary Committee and
the draft report of this Subcommittee; (2) the exemption would be extremely
damaging to authors and publi.: ers: and- (3) there is no substance to the edu-
caturs' claim that the Williams & Wilkins decision is a valid reason for reviving
this request for an educational exemption, which had previously been rejected
by the House Judiciary Committee and by this Subcommittee.

We focus our discussion on those provisions of the proposed exemption which
deal with the reproduction, copying and recording of copyrighted works. IIow-
ever, we should note that authors are as strongly opposed to those provisions
of the NEA amendment which would permit the use of copyrighted materials
in storage and, retrieval s. stems beyond the limits of fair use, and to the clause
which would permit the recording and retransmission of broadcasts.

( 1 ) THE PRIOR REJECTIONS OF TIIE "EDUCATIONAL FXEMIPTIONS"

As the Report of the House Judiciary Committee notes, the NEA and other
members of the Ad Hoc Committee had requested Subcommittee No. 3 to insert
"a specific, limited exemption for educational copying" into the Revision Bill
As the draft report of this Subcommittee indicates, the Ad HIoc Committee
also requested that this educational exemption be included in the Senate version
of the Revision Bill. The Hnlse Judiciary Committee refused the Ad Hoc
Committee's request, and their "exemption" was not included in the Bill passed
by the House, nor in S. 1361 or the prior Senate revision bills. The reasons why
the educational exemption was refused by the House Judiciary Committee are
as valid today as they were when tl.e Report was issued in 1967; and nothing in
Commissioner Davis' opinion in the William & Wilkins case-the Ad Hoc
Committee's stated pretext for reviving its "exemption-affects the validity of
the Judiciary Committee's reasoning.

The Committee noted that "photocopying and other reproducing devices were
constantly proliferating and becoming easier and cheaper to use." It also took
note of the contentions of authors and publishers that "education is the textbook
publisher's only market, and that many authors receive their main Income
from licensing reprints in anthologies and textbooks; if an unlimited number
of teachers could prepare and reproduce their own anthologies, the cumulative
effect would be disastrous." (H. Rep. No. 83; p. 31). The Committee report noted
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that "several productive meetings" were held between representatives of authors
and publishers and of educators and scholars and that "while no final agree-
ments were reached, the meetings were generally successful in clarifying tile
issues and in pointing the way to constructive solutions." (ibid)

Those constructive solutions were reflected in the Judiciary Committee's re-
port, and it is fair to say they were-for a time, at least-aceepted by the
parties. 'The solutions were:

(i) The Committee's rejection of the exerm- tion proposed by the NEA and
other members of the Ad Hoc Comnmittee: "af'er full consideration, the com-
mittee believes that a specific exemption freeing certain reproductions of copl-
rigllted works for educational and scholarly purposes from copyright control
is not justified." (ibid)

(ii) The Committee's explicit recognition and affirmation that "any educa-
tional uses that are fair to.lay would be fair use under the bill." (ibid)

(iii) Amendment of Sec. 504(c) to insulate teachers from excessive liability
for statutory damages. (ibid)

(iv) Amendment of Sec. 107 to restore a restatement of the criteria of fair
use, to indicate it may include reproduction in copies or phonorecords: and
"to characterize a fair use as generally being 'for purposes such as criticism.
comment, news reporting, teaching, scholarship or rcsearch.'" (emphasis sup-
plied) (ibid)

(v) A careful analysis by thle Comnlmittee of the four criteria of fair use "int
the context of typical classroom sit uations arising today." While, as the Colm-
mittee noted, the analysis had to be broad and illustrative, "it may provide
educators with the basis of establishing workable practices anrd policies." (II.
Rep. No. &3, pp 32-36). Actually the Committee was modest in characterizing
its analysis--it is an extremely clear and useful bet of guidelines for educators,
authors and publishers.

Moreover, the Committee's analysis of fair use in the context of typical cla.-s-
room situations amply supports its judgment that "the doctrine of fair i,.e. as
properlly applied is broad enoulgh to permit reasonable educational use, and ediu-
cation has something to gain in the enactment of a bill which clarifies what may
now be a problematical situation."

The House Judiciary Committee also irged educators, authors.and publishers
to "join together in an effort to establish a continuing understanding as to whlat
constitutes mutually acceptal)le practices . . ." (H. Rep. 8&, p. 33). Tile Authors
League is willing and ready to join in such a continuing, coolperati e effort at
any time, as is the Association of American Publishers. The Judiciary Commit-
tee also urged the parties to join together "to work out means by which perlmi.-
sions for uses beyond fair use-can be obtained easily. quickly, and at reasonalble
fee,;." Again, the Authors League is willing and ready to join in such an effort.
Indeed, the League is willing--alcne, or in cooperation with the Association of
American Publishers and educations, groups-to seek funds from the Nationlal
Foundation for the Himmanities, to establish and operate a pilot information
clearing house to receive rcqlu(sts for permissions., process and transmit thenm to
the appropriate licensor (author or publisher), and expedite the copyright
owner's reply. As in the case of librarians, the Committee's suggestion for voluh-
tary efforts to "workable clearance and licensing condition.s" is anathema to edu-
cation.al spokesmen-they will not even let the phrr..:e crors their lips, no less
discuss it seriously. This is regrettable since a voluntary clearing house could
well provide the means of establishing a continling undlerstanding as to what
constitutes mutually acceptable practices . . ."

(2) THIE PROPOSEI) EI)UCATIOX.AI. EXE.MPTTON' MOtLD INJURIE AUTIfIOlS AND
PUBILISIIERS

If the proposed educational exemption is cnly ilutende(l to, permit edneational
copying that would constitute fair use under the .Tudiciary Colitllittee' anally.-is
of the 4 criteria "In the context of typical classroom situations arising today"-
then the proposed exemption is unnecessary. Whalt Aas fair use under the Conl-
mittee's analysis is still fair use.

Actually, the educational groups are seekinr- via their proposed exemption-
to legalize uncompensated. educational copying thait goes far beyond the bounds
of fair use. The right to quote "excerpts"--i.e. portions of a book or other work
which is not substantial in length, in proportion to its total size-woull be al,-
solute, regardless of the circumstances of tile relprodicltion. Thus, an unlimited
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number of educators or institution., could then reproduce collies of such portions
under a variety of circunistanceb which would nmanie the reproduction an in-
fringement under the Judiciary Committee's analysis of the 4 criteria, in its
report For example, many copies could be produced on all organized basis,
rather than by one teacher, spontaneously. For example, multiple copies could
be reproduced for many indi iduais and circulated beyond the cla.,broon.. And
most important of all, under the proposed exemption copieb could be reproduced
even though they had a .,erioub adverse effect on the potential market for the
work, or its value-and ecen though they supplanted some part of the normal
market for the work.

Similarly, the proposed exemption would permit educators and institutions
to reproduce copies of entire whort works-a 2 page poem? a five page article?
a seven page short story? And as with "excerpts", the exemption, would allow
educators to reproduce there copies under a variety of circuntbtances that would
mnlake the reproduction an infrihlgemlent under the Judiciary Committee's analysis
of the 4 criteria of fair use.

As we noted in our statement on library copying. and in our previous testi-
mony to the Subcommittee, many authors earn a major portion of the'r income
by licensing the reprinting of poems, articles, short stories and other short
works-and excerpts front longer works-in anthologies, text books, periodicals
and collections. After it is originally published, the same work may be re-
printed with the author's permission in many such books. The accumulation
of reprint royalties produces a modest income-and for authors of poetry, essays
and other works of literary value, it is often the larger part of the compensation
they earn from the uses of their writings. Many of these anthologies and other
books which reprint the author's short works and excerpts are sold primarily
to high schools, colleges, universities and their libraries and book stores-and
the student of these institutions are a primary audience for eminent poets,
essayists and short story writers. In addition, several courseJ use articles from
journals on various subjects in place of text books.

The proposed educational exemption would allow, educators and educational
institutions to produce copies of an tuthor's short works, and excerpts from
longer works, thus displacing the so . of anthologies, text books and other col-
lections that formerly reprinted these works. MP ; authors would thus be de-
prived of a substantial part of their income-the .yalties from the publisl ers of
the anthologies and text books-even though their works would still be widely
used by educational audiences, disseminated by uncompensated educational
copying.

(3) THERE IS NO JUSTIFICATION FOR REVIVING THE PROPOSED EDUCATION..JL EXEMPTIO0N

The excuse offered by the Ad Hoc Committee for reviving its proposed educa-
tional exemption, and thus disrupting the constructive solutians reflected in the
HIouse Judiciary Committee's report, is that purportedly Commissioner Davis'
opinion in Williams d Wilkins created "uncertainties" and indicated "the un-
reliability of 'fair use' in providing necessary protection for teaching, scholar-
ship and research.. ." (letter f.om Dr. Wigren of the National Education Asso-
ciation and Chairman of the Ad Iloc Committee, to Mr. Thomas C. Brennan,
Chief Counsel of the Subcommittee; Dec. 11, 1972).

In reality, Commissioner Davis' opinion did noting to change the doc-
trine of fair use; and it did nothing to change the application of fair use tG
educational copying, as analyzed in the House Judiniary Report. Educational copy-
ing that would constitute fair use under the Judiciary Committee's analysis of
the 4 criteria is still fair use.

As the Iouse Judiciary Committee emphasized, "each case rai. g the ques-
tion (of fair use) must be decided on its own facts." And the Committee also
said that "unauthorized library copying, like everything else, must be judged a
fair use or an infringement on the basis of all the applicable criteria and the facts
of the particular case. (Emphasis supplied.) (H. Rep. No. 83, pp. 29, 36.)

The particular facts of the case Commissioner Davis decided bore no resem-
blance to the various fact situations involving classroom use or other educational
cop.ing which the House Judiciary Con,.nittee corqfered in spelling out its
gu delines and analysis of fair use vis-"-vis edueati.oal copying. The facts in
V' Iliams & Wilkins were that two oset of government libraries engaged in the

systematic reproduction-on a vast scale-of copi-- of entire articles for their
own patrons, and the patrons of othe libraries. In his opinion, Commissioner
Davis passed no judgment on educatic al copying in any of the many permuta-
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tions analyzed by the House Judiciary Committee. On the contrary, he confined
hisdecisidon and opinion "to the facts of (his) particular case"-to this systemati-,
large volume reproduction of journal articles. What the Commissioner deeidod
was that "DefTndant's photocopying is wcholcsale copying and meets-none of the
criteria for fair use" (emphasis supplied). He then said:

"The photocopies are exact duplicates of the original articles; are intended
to be substitutes for, and sene the same purpose as, the original articles;
and serve to diminish plaintiff's potential market for the original articles
since the plhotocopies are made at 'the request of, and for the benefit of,
the very persons who constitute plaintiff's market."

Nothing in the Judiciary Committee's analysis of educational copying and
fair use suggested that the systematic process of wholesale copying involved
in WiUianms I lVillins could he condoned as a fair use. Moreover, it should be
noted that Commissioner Davis gave examples of photocopting of entire articles
that would be fair use and said there are "probably many more which might come
to mind ox. reflection". He then reemphasized that fair use "cannot support whole-
sale copying of the kind there in suit."

We submit there is nothing in Commissioner Davis' opinion which alters the
judicial doctrine of fair use as it applies-according to the Judiciary Committee's
analysis--to educational copying, or to library copying. Consequently, there is
no justification for the Ad Hoe Committee's effort to revive the educational
exemption. Moreover, even if it be assumed that Commissioner Davis' opinion
somehow changed the doctrine of fair use as, it thus applied to educational copy-
·ing, that would at-most call lfor an a.mendment to restore fair use to the contours
the Judiciary Committee thought it had. But that is not -lhat the Ad Hoc
Committee is asking for-as we noted. it seeks an exemption that would permit
educational copying which far exceeds the boundaries of fair use indicated by
the analysis of the House Judiciary Committee.

TIlE "PHILOSOPIIICAL" ARSGUMENTS

It ]ins becoine-customary for the Ad Hoc:Committee'to accompany its denmands
for new limitations -on authors' -rights with an assortment of "philosophical"
arguments-e.g. attacks on -the copyright system, suggestions that authors are
anti-trust monopolists, and other 'corntentions, including a claim that copyright
protection infringes the First Anmendment rights of teachers and students. We
(lo not know if the Ad Hoc Comnilttee'intends'to regale the Subcommittee with
this assortment of invalid contentions. Anticipating that it will, we briefly
recapitulate our responses, and respectfully refer to our previous testimony for
a fuller discussion of these points. Moreover. if the Subcommittee wishes a fuller
response to any such contentions which the Ad Hoc Committee may make, we v-ill
be pleased to supply it.

These are some of the contentions which have been made b.N various members
of the Ad Hoc Committee, in Copyright Bill hearings and in the Williams &
Wilkins case, and summaries of our replies:

(i) Ad Hoc members argue that copyright is a "monopoly" in the anti-trust
sense. But an author's copyright does not give him the power to restrain or
monopolize the business of book publishing. Copyright is a "monopoly" only in,
the innocuous sense that all property is-a collection of rights-granted by law.

(ii) Ad Hoc members argue that exemptions are justified'because a copyright
Is not property, but "only" rights granted by statute. But all property consists of
rights granted by the State, through legislation (e.g. land grant acts) or court
decisions. At common laiv the author's work is his absolute, private property.

(iii) Ad Hoc members argue that copyright is only a "discretionary" grant be-
cause Art. I, Sec. 8 says "Congress shall have the power.. ." But the phrase pre-
cedes the enumeration of all powers, e.g. to tax, raise armies, borrow money,
regulate. The authors of the Constitution did not consider the exercise of these
powers, including enactment of copyright laws, as "merely discretionary."

(iv) Ad B E: members ergue that uncompensated library and educational copy-
ing must be permitted because they promote the progress of science and art.
But the economic philosophy underlying the copyright clause, .according to the
Supreme Court, wasto grant enforceable rights to authors and publishers to en-
courage individual effort by personal gain; that the independent, entrepreneuirial
system of creation and diusemination best served the public Interest in promoting
science and art.
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(v) Ad Hoc Committee members argue that exemptions must be graifted be-
cause library and eduicatibnal copyingis "non-profit." But as the House Judiciary
Committee said, "the educadtional iroups are mistaken in their argument that a
.for profit' limitation is applicable to educational copying under the present law."

(vi) Ad Hoc members argue 'that any copyright limitation on uncomleensated
library or educational copying restrains "freedom" to read under the First
Amendment. But the First Anieim'ent "was fashioned to assure unfettered
interchange of ideas (376 U.S. 269) and it is axiomatic-that an author's copy-
right does notiprevent anyone from discussing or repeating his ideas (366 F. 2d
303). The Supreme Court has never'interpreted "freedohm" in the First Amend-
ment to mean "gratis" or "free of charge"; and it has 'frequently emIphasized
there is n0oconflict between pliblication for profit and the First Amendmlellt.

It is indeed strange that the National Education Association should argue. as
it did in Williams dc Wilkins, that requiring compensation to copyright owners, for
library copying that exceeds fair use, violates the First Amendment freedom to
read. NEAk teachers insist on thelr right to be adequately conipensated for mak-
ing published materials available to students, 'and for other teaching services.
To obtain "what they consider adequate -compensation, teachers-by the tbou-
sahds eachyear-deny students access to books and-other copyrighted materials
for prolonged periods of time;'their.strikes close down schools, school libraries
and classrooms. Ironlally teachers are thus able to deny students access to copy-
righted materials by grace of federal leglislation-the exemption of 'the Clayton
Act niaies it possible forl lrge groups of teachers to engage in'boycotts (strikes)
that would otherwise violate Sec. *1 of the Sherman Act; 'and for these large
groups of teachers to combine and fix the prices for their services, which also
would 6therwise tiolate the Sheiman Act. By contrast, copyright owners do not
seek to close down schools ,'r libraries,-and do not seek to prevenit schools and
libraries from mnaking reprintswof copyrighted articles; copyright owners simply
ask that reasonable 'compensation be 'paid them when library or educational
copying exceeds the boundaries of fair use.

The uithors Leagae tbanks the Subcommittee for this opportunity to present
its views on the proposed Educational Copying Exemption.

Senator MCCLELLAN. Senator Burdick will be here in a few minutes.
I have to go now. It is almost 4 o'clock.

[A b'ief recess was taken.]
Senator BURDICK [presiding]. Call the next witness.
o r. BBRENxNAN. Mr. 'Chairmnan, the next witnesses appear on behalf

of the Association of American Publishers, Inc.
Mfr. Sackett, would you identify yourself and your associates for

the record'?

STATEMENT OF ROSS SACKETT, ON BEHALF OF THE ASSOCIATION
OF AMERICAN PUBLISHERS; ACCOMPANIED BY 'W. BRADFORD
WILEY, CHAIRMAN OF THE ASSOCIATION'S COPYRIGHTS COM-
kIITTEE, AND CHARLES LIEB, COUNSEL

Mfr. SACKLTr. I am Ross Sackett, president of the Encyclopwdia
Britannica Education Corp., and am appearing here today on behalf of
the Association 'of American Publishers, Inc., of which I am cur-
rently the chairman.

I am accompanied on my left-by Brad Wiley, chairman of the asso-
ciation's copyright committee and on my left by Charles Lieb, our
copyright counsel.

The association is a trade association organized under the laws of
New York State and is composed of publishers of general books, text-
books, and educational materials. Its more than 260 members, which
include many university presses, and religious 'book publishers, pub-
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lish in the aggregate the i ast majority of all general, educational, and
religious books and materials produced in the United States.

In the few minutes available to me I would like to summarize our
objections to the educational exemption proposed by the National
Education Association Ad Hoc Committee. on Copyright Law Re-
vision. W5 ith your permission we will file a full statement for the record
on or before August 10.

Senator BuR DICE. Without objection, it will be received.
Senator BUIDICK. Proceed.
MIr. S.cKErr. In our view, the proposal for an educational exemp-

tion is unwarranted and should be rejected for an number of reasons,
among which are the following:

One. The exemption is unnecessary and redundant insofar as the
classroom teacher is concerned. There is no evidence in our opinion
of any-unmet r.nl' needs of the teacher which are not amply provided
for under the fair use doctrine. In this connection it is important th.i
you know that we have on many occasions offered to cooperate with
the ad hoc committee to establish guidelines for the use of the class-
room teacher which we are confident would eliminate much of the
existing uncertainty about what he may -copy. Neither the NEA nor
the ad hoc committee has been willing to cooperate with us in such an
effort but we remain hopeful that they will do so.

Two. To the extenit that the proposed educational exemption would
permit educators to copy educational and research materials without
p.aying for its use it would, because of its confiscatory effect upon
publislers, retard and ultimately perhaps choke off the creation of
further material.

Three. The exemption is so sweeping, so imprecise, and so overlap-
ping of other provisions of the revision bill that its adoption would
destroy the series of compromises which are delicately balanced in the
bill as presently drafted. In other words, to give serious consideration
at this late date to the proposed educational exemption would require
at the verly least a reexamination of the fair use provisions of section
107, the library reproduction provisions of section 108, the classroom
teaching provisions of section 110, and of other sections of S. 1361 as
well.

Four. In addition to the exemption requested for the single and
multiple copying of literary, pictorial, and graphic works, the ad hoc
committee proposal would permit the free and unrestricted input of
copyrighted works into computer systems, the retrieval of which
would be subject to "rilles otherwise applicable under the law." What
the ad hoe committee has in mind, obviously, is that input of works in
copyrig-ht should be free (an encyclopedia or reference work for ex-
ample) and that bit-by-bit retrieval should be permitted, without pay-
ment. under the claim of fair use. Also that input should be free so
that internal computer manipulation of the copyrighted material
would also be free.

The proposal is destructive, illogical, an i unnecessary. If adopted it
would bypass or undercut the function assigned to the national com-
mission under title II to study the reproduction and use of copyrighted
works in conjunction with computer systems, and the provisions of
section 117 which would leave existing law as it is until action is taken
on the recommendations of the national commission.
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The ad hoc committee's present request for an educational exemp-
tion is an attempt to revive a proposal which was considered a num-
ber of years ago by the House Committee on the Judiciary, Was flatly
rejected by the committee, and was then abandoned by th6'ad hoc
committee in the hearings before this subcommittee.

In its report the House committee said tihat the doctrine of fair use,
as properly applied, is broad enough to peimit reasonable educational
use. It suggested however that teacher and publisher should join to-
(gether to establish ground rules for mutually acceptable fair use piac-
tices, and that they should work out means by which permissionis for,
uses beyond fair use can be obtained "easily, quickly, and at reasonable
fees."

Wre share the views expressed by the House committee; we urge that
they be adopted by this subcommittee and that the proposed educa-
tional exemption be rejected out of hand.

For our part, we renew our efforts to meet with the ad hoc commit-
tee to establish ground rules for fair -use and to establish workable
arrangements for the clearance of permissions for uses beyond fair
-use.

Thank you.
Senator BnmDIK. Thank you very much.
The clerk?
Mr. BRENNAN. Mrs. Bella L. Linden, copyright counsel, on behalf

of Harcourt Brace Jovanovich, Inc., and Macmillan, Inc.

STATEMENT OF AMBASSADOR KENNETH B. KEATING, HARCOURT
BRACE JOVANOVICH, INC., AND MACMIIAN, INC.

(NOTF,: Following testimony was given during the morning
session.)

9Mr. KE,-TING. I would like to turn now to the general educational
exemption.

Senator MCCLrELLAN. This would appear appropriate for our after-
noon session. I would like to let it appear in the record when we are
hearing testimony on that. If you want to insert itmin the record now,
or read it.

Mr. KREA.I Na. The general educational exemption?
Senator MCCLELLANY. Yes.
Mr. KIrATING. But you would like to have it in the record later?
Senator M.cCr.ELLAN-. In the afternoon, so it would have continuity

with the other testimony.
MIr. KEATIN-G. Could I be heard on it now ?
Senator fMCCLELLANX. Yes, you may proceed.
Mr. KEATINX. Section 110 of both the House act and S. 1361 spe-

cifically exempts certain educational or instructional performances
and displays from the rights of copyright proprietors. These pro-
'isions are, in addition to the generally applicable doctrine of fair use
set forth in section 107. We are not here to oppose them.

TVe understand, however, that certain interests are urging the adop-
tion of a broad based "educational" exemption transcending the limits
of sections 107 and 110 and such an extension we do object to.

Certainly. the educational needs of our country are of the highest
priority. TWe must not, however, ignore that such needs are served

20-344-73-15
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by a publishing industry whose continued rvitality depends upon the
very incentives of private ownership attacked by advocates of educa-
tional exemptions. The textbooks, audiovisual materials, reference
works, films, and so forth, to be subjected to free use under such ex-
emptions emanate from publishers who make very substantial in-
vestments in research, design, packaging, consultation, and training,
as well as in manufacture and marketing. For such investments to
continue, the economic incentives envisaged by our constitutional
premise of copyright must be maintained.

Of course, education is in the public interest-but this interest is
served in our system by private. commercial businesses which require
a profit to survive. The erosion of the rights and incentives accorded
by copyright will endanger rather than serve the educational needs
of our country.

May I repeat a short statement that I made before the House sub-
committee in 1955: Will . . . publishers continue publishing if their
markets are diluted, eroded, and eventually, the profit motive and in-
centive completely destroyed. To pose this question is to answer it.
I have .been a teacher myself. I know of no higher calling and no
more dedicated group of our citizenry than those who instruct and
guide the youth of our land. I have been in the nature of a crusader
at all levels of government to ,Lovide higher pay and more benefits
for teachers. Just as I feel that they should be amply rewarded for
their hard work and dedicated service, so it seems to me should those
who author and prepare the material which the I ;achers use in their
work.

Our concern with the erosive and preemptive effect of educational
exemptions is not limited to the domestic scene. It is particularly rele-
vant to the recent accession of the UTnited States to the 1971 Paris
Revision of the Universal Copyright Convention. This revised treaty
grants broad prerogatives to an undefined class of developing coun-
tries-at least 80 countries by latest count-to engage in unauthorized
reproduction and translation of works under compulsory licenses.

Although expressed as "compulsory licenses," the standard of com-
pensation established in the treaty and our international experience
leave no doubt but that the remuneration to be expected under these
provisions will be negligible. The end result is that the U.S. Govern-
ment, in effect, has acquiesced in advance to alien expropriation of
rights of a class of American citizens-U.S. authors and publishers.

These compulsory licenses are, at least in theory, circumscribed by
references to educational, purposes. For the analysis it provides con-
cerning the effects of educational exemptions on authorship and pub-
lishing, I ask that this3subcommittee receive 5Mrs. Linden's testimony
before the Senate Foreign Relations Committee concerning ratifica-
tion on the revised Universal Copyright Convention as exhibit B to
my statement.

Senator 1McCl:iLLAN. It may be received and made exhibit.B to the
witness' statement.

]M~r. KLA'MING. During the hearings before the Committee on For-
eign Relations, the publishers I represent took the position that
if the revised convention be ratified by the United States, Congress
adopt legislation to assure U.S. authors ani publishers compensation
for the economic injuries they would suffer upon implementation of
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the compulsory licenses by the developing countries. The rationale
and precedent for such legislation is fully discussed in Mrs. Linden's
testimony which I have offered as exhibit B.

Wlien the Senate advised and consented to ratification of the treaty
on August 14 last year, reference was made in debate to the consider-
ation of incorporating such a compensatory provision in subsequently
enacted domestic copyright legislation. We believe that a particularly
appropriate vehicle to insure such consideration is the National Com-
mission proposed in title II of S. 1361.

We therefore propose that the mandate of the Commission be broad-
ened to include an investigation of the effect of the 1971 Paris Revisiown
of the Universal Copyright Convention on the rights, markets, and'
businesses of U.S. authors and publishers and the recommendation of
legislation to compensate such authors and publishers for injuries to
their interests ensuing from that treaty.

STATEMENT OF MRS. BELLA L. LINDEN, COPYRIGHT COUNSEL, OK
BEHALF OF HARCOURT BRACE' JOVANOVICH, INC., AND MAC-
1ILLZAN, INC.

Mrs. LINDEN. The educational exemption in all of the illustrations
given by the earlier speakers dealt with classroom use. Also, an urgent
and sincere plea was made by Dr. Wigren that they are not part of
the commercia. sector and that all they are interested in is improving
teaching.

Now, I thought that part of the record should include a page, an
advertising page, from Advertising Age of July 9, 1973, in which
Today's Education magazine is listed as the best se'ler-in education
and in which the income of teachers, their travel expenses, et cetera
is also listed. I may say as an aside that the Authors League would'
be rather impressed with the travel, income, et cetera, as listed in
Today's Education magazine.

May I further add that Today's Education lists a circulation of
1,189,755 and a page rate of advertising, which is what they are search-
ing for, is $4,950. IUnderneathk this are listed the competitive educa-
tional magazines that reach the teachers and the school market. Two
of my clients are listed underneath, not even as a poor second, but as
a third and fourth.

The current issue of Literary Marketpla6e indicates that Today's
Education was formerly known as the NEA Journal and is published
by the National Education Association and in the footnote it says,
'"occasionally uses excerpts from books."

I would like, if I may, to present the original of the Advertising
Age advertisement and the marked part of the Literary Marketplace
for your consideration, Senator.

Senator BrInDICK. The two documents are received for the committee
files.

Mrs. LINDEN. The point I would like to make is that contrary to
what the teachers believe and what they want, the technical language
which they are asking for is more than a mere protection for the
educational area, but a competitive position taken by the educators
in the name of noncommercial and nonprofit enterprise.
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Now, with respect to computer technology and their urging of
exemption there, it is very disheartening and disconcerting that those
whodalk in the name of the public welfare and proclaim thiat all they
are asking for is access and availability, are really not talking about
access or availability but an unwillingness to pay.

There is another basic issue here that should be of great concern
to those interested in the public welfare-and I know that I count this
committee of Congress amongst those that are genuinely interested in
the public welfare-and that is the problem that, if you open the door
to free, gratuitous, unauthorized, and unpoliced input into informa-
tion systems, you are also opening the door to truncation, distortion,
dilution, and basically censorship of any piece of authorship. The
report of the Cosat I panel to which I referred this morning goes to
great depths into the problems of censorship that would result from
unauthorized and unpoliced input in information systems.

I urge that copyright legislation not be used as a vehicle to open
the door to genuine difficulties of antitrust, monopoly, censorship, and
distortion of information analyzed by the Cosat I panel.

And I urge this committee to recognize that the specific technical
language of this proposed exemption is diametrically opposed to the
purpose and intent of copyright legislation generally.

I conclude by respectfully requesting that this committee look to
the proposed national commission, to which I referred this morning,
to get impartial, appropriate, in-depth information, particularly from
the technocrats and the hardware manufacturing field people, and
from the publishers, authors, and teachers in the field so that your
committee will have an appropriate report and can base its decision
on the legitimate balancing of interests rather than this random focus-
ing on one or two exceptions, or one or two emotionally charged situ-
ations.

Thank you.
Senator B mDICx. Thank you.
[Exhibit (B) referred to by Ambassador Keating follows:]

EXHIBIT B

STATEMENT OF BELLA L. LINDEN ON RATIFICATION OF TIE PARIS REVISION OF THE
UNIVERSAL COPYRIGHT CONVENTION

MIr. Chairman, and members of the Committee, my name is Bella L. Linden.
I am a partner in the law firm of Linden and Deutgch, and am appearing on
behalf of Crowell Collier and Macmillan, Inc., and Harcourt Brace Jovanovich,
Inc. Crowell Collier and Macmillan and Harcourt Brace Jovanovich are among
the five largest educational publishers in the United States.

Mr. William Jovanovich, Chairman and Chief 'Executive Officer of Harcourt
Brace Jovanovich, Inc. and Mr. Raymond Hagel, .Chairman of the Board, Presi-
dent and Chief Executive Officer of Crowell Collier and Macmillan consider this
Committee hearing to be of such fundamental importance to the interests of
educational, professional and scientific authorship and publishing that they both
are here today. May I present Mr. Bagel and Mr. Jovanovich; both are available
to answer questions.

I was among the panel of advisors to the United States delegations to the
'stockholm Conference for revision of the Berne Copyright Convention in 1967
,nd to the Paris Conferences for revision of the Berne and Universal Copyright
Conventions in 1971. I was counsel for many years to the American Textbook
Publishers Institute, which has recently merged with The American Book Pub-
lishers Council. I was a member of the Panel of Experts appointed by the Regis.
ter of Copyrights to consider revision of our domestic copyright law, and am
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now a member of the Cominmittee on Scientific and Technical Information
(COSATI) of the kederal Councl for Science and Technology and Chairman'
of tlie OOSATI sub-panel on rights of access to computerized information

I was present at the Stockholm Conference five years ago when the Stock-
holm Protocol for Developiug Countries was railroaded to adoption as part of
a revision of the Berne Copyright Convention. The Stockholm Protocol granted,
in substance, the same broad concessions to the eighty so-called developing
countries for use of others' literary properties as are before this Comlimittee
for consideration. The United States delegation was then among the leaders in
its vocal and active o:jection to the Protocol. The Stockholm Protocol was so
effectively criticized in the developed countries that it never came into effect.

In July, 1971 diplomatic conferences at Paris led to parallel revisions of both
the Universal and Berne Copyright Conventions. The draft documents for the
Paris revisions were principally designed to make it cheaper for developing
countries to u;e intellectual property created by authors and publishers in the
developed cointries, but these drafts were also intended to give authors and
publishers oi±the developed countries adequate protection for the fruits of their
labors. Dubing the-Paris conferences, however, the same bloc of countries which
operated at Stockholm again railroaded concessions so that the Paris revision
of the Universal Copyright Convention now before this Committee, albeit in
different verbiage, effects the same results as the Stockholm revision which the
United States Delegation, the Copyright Office, and representatives of those
interested in protecting private property rights in literary property so success-
fully decried after Stockholm.

I recognize amonfi those who have testified this morning some of my most
vocal and staunch friends in the successful effort to defeat the Stockholm
Protocol. All grow older; apparently, some more tired than others. To para-
phrase an indelicate cl.che, I seem to perceive the prevailing attitude today as-
if an Act is inevitable, relax and accept it. Apparently this holds especially true
with respect to the Paris revisions of the Universal Copyright Convention.

What all objected to at Stockholm, and what we object to today, is the follow-
ing. The Universal CopYright Convention as revised at Paris:

1. Establishes a vehicle for the expropriation of the private property of Ameri-
can citizens without adequate compensation. Senate ratification of this treaty
will constitnte prior, formal United States approval of multi-national expro-
priation in form and magnitude without precedent in our history;

2. Effectively eliminates in excess of eighty countries from a normal and
needed market of American authors and publishers; and

3. Is entirely self-defeating in terms of the concept of international copyright.
In discussions and correspondence which have taken pl :e prior to today's

hearing, it has been explained that the Executive Branch jf the Government
views the Paris revision in terms of foreign economic assistance and a national
policy commitment to help fulfill certain needs of the developing countries. We
do not agree. The educational budget of a developing country is spent for school
construction, teachers' salaries, and classroom equipment. The cost of textboks
generally amounts to less than five percent (5%). Authors' royalties normally
might represent about ten percent (10%) of this five percent, a fraction of one
percent (1%) of the educational budget, but representing a substantial loss of
income to individual author.-hardly among our most affluent citizens. Thus.
while the loss of potential royalt: s would be sore deprivation to educational
authors and severely disabling to American educational publishing, the financial
contribution to education in developing countries is illusory.

The revised Universal Copyright Convention does not provide developlrg coun-
tries with printing presses, nor make any effort to encourage the development
of indigenous industry and native creative effort in the developing countries.
The fact is that the provisions respecting foreign manufacture of works produced
under the compulsory licenses granted the developing countries under the Paris
revisions will lead to the establishment of publishing consortiums or private
wealth operating on a profit making basis, serving a safe market protected from
American competition, and not even offering the possibility of employment to
citizens of the developing countries.

Mueh has been made by the proponents of ratification of the fact that the
concessions are limited "only to teaching, scholarship arid research." They
point out that compulsory translation licenses may only be granted for the pur-
poses of "teaching, scholarship or research", while compulsory reproduction
licenses are limited to use in connection with "systematic instructional activities".
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The proponents of ratification therefore contend that expropriation of the
rights of American authors and pu'..ishers is limited only to all of the textboks,
audio-visual materials, scientific, technical and reference works, film and micro-
forms, and programmed learning materials of Crowell Collier and Macmillan,
HIarcourt Brace Jovanovicll and all other American publishers of similar prod-
-ucts and all of the authors who create the works of education, research and
scholarship. Their "modest" demand is that, in the national interest, these
companies and authors must forego their entire market in more than 80

,Countries.

THE AUTHORS OF EDUCATIONAL, SCIENTIFIC AND RESFARCH WORKS

The authors of educational, scientific and research works are not the highly
publicized personalities who write best sellers and appear on late evening tele-
vision talk shows. Most are practicing teachers. Few become rich as a result of
their writings. They do not have-an organization to speak for their interests. The
cooperative relationship between, publishers and authors of textbooks, s.ientific
and technical works is such that traditionally these authors look to the pub-
lishers to protect their interests. Accordingly, although not designated by anyone
as their official spokesman, it falls upon us to call their interests and needs to
the attention of this Committee.

To the extent it is possible to describe a "typical textbook author," he or she
is a member of the faculty of a highly regarded, though probably not Ivy League,
college or university, enjoys an excellent reputation in his or her own field but
is little known outside of it, has an income well under $20.000 a year and counts
on royalties to pay for braces for the children's teeth, a second car for the family,
a vacation or study year abroad or some similar expense. More often than not,
royalties on textbooks, reference works, or professional books are split between
several authors. Sole authorship of an educational or reference work usually
entails many thousands of hours over a period of several years doing library
and other research, field-testing and consulting.

Authors' royalties on school textbooks average about 6.3 percent of the total
selling price ;on college and professional works authors' royalties represent an
average of 15.8 percent of sales-in either case a small fraction of one percent
of any nation's total educational expenditures.

THE PUBLISHERS OF EDUCATIONAL SCIENTIFIC AND RESEARCH WORKS

The role of American educational publishers combines many of the functions
of literary expression, artistic design and technical skills in applied research,
packaging, consulting and training as well as manufacture, marketing and dis-
tribution. Except in the case of scientific and technical works, it is rare for an
author to submit a finished work to his publisher. By and large it is the publisher
who discerns educational needs, searches out and selects the author (or, more
commonly, groups of authors) to create the books and materials t: satisfy the
requirements of schools and universities, and directs and supervises the planning,
design and creation of the works. In the case of innova,tive materials, the pub-
lisher also provides consultants and conducts workshops to train teachers in
Vie use of the new teaching tools.

lle traditional stock-in-trade of the educatioLal publisher has been the text-
boo and- the somewhat later developed "Teachers Edition". Beyond these tra-
ditional learning media, technological progress has created the market and.tech-
nique for a variety of innovative materials of the new educational media. Thus,
filmstrips and slides, motion pictures, transparencies, sound recordings, video
cassettes and tapes, microform reprints, computer-assisted learning materials and
similar elements of "multi-media", "audio-visual" and "programmed" instruc-
tion are finding wide use in the school room. Closed system broadcasting has
created another vehicle for bringing these materials, as well as the more tra-
ditional products of educational publishing. Into use. Let no one confuse the
notion of "developing" countries with an inability or disinclination of such
·countries to utilize these innovataive materials or the vehicle of broadcasting.
It was not academic considerations which led the Paris draftsmen to make
specific provisions for concessions with respect to "audio-visual fixations"', aind
the Report of the General Ropporteur of the Paris Conference (IJCC) notes
that "it was urged that broadcasting is coming to play a more and more im-
portant part in the educational,programmes of developing countries .. ." (Re-
port, par. 82).
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Very large investments are needed to produce a major instructional program.
It is not at all uncommon, for example, for a publisher to invest more than one
million dollars in prepublication development costs alone for the creation of an
elementary reading program which will take five or ten years to reach the
market and another three to five years to gain acceptance and even to begin to
pay off the investment. It has been estimated that the preliminary investment
in plates for a single high school history textbook, workbook, teachers mlnual
and test combination may exceed one hundred thousand dollars. With the wide
acceptance of the types of innovative educational materials noted above, the
investinent of time, effort and money of educational publishers in their products
increases inultifold.

In many respects publishing exists apart from other businesses. Eilcational
publishers are in a very real and essential sense engaged in public service; they
are also engaged in the operation of commercial businesses. To progress, the edu-
cational publisher must anticipate and effectively serve a broad range of in-
structional and scholarly needs. To survive, the educational publisher must make
a profit.

Academic Press, a subsidiary of Harcourt Brace Jovanovich, is the largest
scientific and technical publisher in the Uuited States and enjoys a large foreign
market for its works. The pressures for scientific and technical progress in the
so-called developing countries are so widely known that for the purpose of this
hearing it seems only necessary to state that the Paris revisions will adversely
affect the interests not only of the authors and publishers of scientific and tech-
nical works, but also of American manufacturers of products which find their
relevance in technology. Obviously, the preemption of more than eighty )un-
tries as a market for these publications is a serious erosion of the righL and
incentives that we have traditionally accorded to AmeriCan citizens.

THE DEVELOPING COUNTRIES AS A MARKET FOR AMERICAN EDUCATIONAL, 80IE .. -'IO

AN -BRESEARCH PUBLISHING

Assisting in the educational progress of developing nations is a nc-ter of
urgent commercial as well as social interest to American educational publishers.
As our own school age population ceases to grow, they must look overseas for
future market growth. Some 63 percent of the world's school age children live
in the developing countries. The export market for textbooks, which used to be
almost entirely British, increasingly is becoming an American market, partic-
ularly in scientific and technical fields. The Macmillan Company, a subsidiary of
Crowell Collier and Macmillan, tells me that the developing countries account
for between 37 and 38 percent of its total export.

The developing countries as a market for the products of American publish-
ing are not limited to original editions of new works. It is generally conceded
that the largest number of translations throughout the world are made of Amer-
ican and British publications; similarly, the widespread adoption of the English
language has created a great foreign demand for facsimile reprints of pri,.
American works.

A short time ago our office prepared an analysis of the Paris revisions and a
set of charts comparing the provisions op the Stockholm Protocol and the Paris
Convention with respect to the issues that reach the jugular of educational, scien-
tific and technical publishing. We analyzed the concessions to be accorded to the
developing countries and we concluded that in each instance where Stockholm
gave away six, Paris gives away a half dozen. A distinction in form without dif-
ference in substance. Annexed as Exhibit A is the statement of our analysis and
the supporting charts.

This statement was circulated on behalf of Crowell Collier and Macm.nillan
and Harcourt Brace Jovanovich among various interested groups and individuals,
including members of this Committee, other members of the House and Senate,
and the State Department. Many have responded with deep concern for the
damage the Paris revisions will inflict on American authors and publishers and
have expressed support for our position that ratification can only be justified
if steps are taken to insure compensation for such injuries.

In a letter to the Chairman of this Committee, the State Department responded
to our earlier statement and analysis. The Department's response included charts
prepared by the Copyright Office which compared the provisions of the Stockholm
Protocol and the Paris revisions.

We must emphasize In all fairness that nowhere in their response didothe De-
partment claims that the Copyright Office charts in any way contradict the charts
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prepared by our otfcce. Nor did the State Department in any maninei respond
to our position that nionetary compensation must be a sine qua nori of Tatifica-
tion. We appreciate that in their official capacity the State Deptinment did not
find it appropriate to exp ress their views on compensation. Perhaps, in the sub-
tleties of diplomatic cirrespondence, their failure to conmmint on our request for
compensation mdy be construed as a silent 6e±pfesioh of sympaitly.

With respect to ratification, the Stite D adititment apipears to feel that formal
accession to the demands of the developing countries for free access to American
works is th6 only alternative to those countries unilaterally obtaining suc i :access.

Threats by foreign countries to expr6prihte Aiiiericani property are not un-
precedented. However, I do not recall any instance in our history *here the
Senate has consented in advance to such expropriation because of fear that such
thieats wofild lie acted upon.

Exhibit B is the letter of the Department of State to Chairman Fulbright.
Exhibit C is our response to the Deparfnent's comments.

.,he accuracy of our analysis of the Paris revisionxs is supported in an article
entitled "Downgrading the- Protection of International Copyright," by Irwin
Karp, counsel to the Authors League. In this article, anlnexed as Exhibit D, Mr.
Karp carefully examines the operation of the Paris concessions in the light of
the real facts of publishing life. He concludes that the compulsory licensing
system established by the revised Convention is -a "disimal piospect,' for authors
in both the developed and developing countries ahd that "a careful analysis of
the effects and consequences of the two new conventions is imperaitive, before
the Senate decides what ac.ion the United States should take." I would note
that the authors group represented by. Mr. Karp whose interests he sees ais "dis-
mally" affected generally does not include the authors of educational materials,
whose futures are that much dimmer.

Exhibits A, C, and D fully explain our position with respect to ratification and
compensation and contain supporting analysis and precedent. At this point, I will
only summarize our conclusions.

'THE REVISED UCO EbTABLISHES A VEHICLE FOR THE EXPOPBRIATION OF THE PRIVATE
PROPERTY OF AMERICAN CITIZENS WITHOUT ADEQUATE COMPENSATION

The revised Universal Copyright Convention withdraws property, representing
substantial investments of time, effort and money, from the control of its owner,
substituting a national agency of a developing country and allowing it to deal
with such property as it sees fit in the name of teaching, scholarship and re-
search. What clearer example can there be of expropriation, defined in the dic-
tionary as "to dispossess (a person) of ownership."

There is nothing in this country's history or experience with foreign national-
ization of American businesses which would give us any reason to expect that
the developing countries will have a reasonable concept of "adequacy" of com-
pensation inr dealing with the literary property of American authors and pub-
lishers.

THE REVISED UCC EFFECTIVELY ELIMINATES IN EXCESS OF EIGHTY COUNTRIES FROIM A
NORMAL AND NEEDED MARKET OF AMERICAN AUTHORS AND PUBLISHERS

We have previously described the interests of American authors and publishers
of educational, research and scientific materials in the developing countries as a
market. The provisions of the revised convention will effectively bar these coun-
tries from reach; indeed, certain provIsions of the revision will give impetus to
the establishment of foreign publishing enterprises, operating on a profit making
basis and servicing a safe market of developing countries. There can be no legiti.
mate reason for depriving American publishers of the opportunity to serve these
markets, either through export or cooperation in the development of indigenous
publishing.

American publishers are not insensitive to certain specific needs of the develop.
ing countries; it is an established practice of several American publishers to
manufacture special editions of their works in foreign countries in order to make
inexpensive copies available to foreign students. However, to make such special
provisions a- matter of national economic assistance policy rather than individual
initiative requires that our government either assume the function of providing
the assistance or assume the responsibility of assuring compensation to our au-
thors and publishers for their enforced contributions.
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Compared with other businesses of similar size, publishers own very little in
the way of physical plant or manufacturing facilities. Their assets consist of the
copyrights they control. Their ability to invest in the future-that is in the
development of tomorrow's educational tools--depends upon the present and pro-
spective income produced by their backlists of copyrighted works produced in past
years to meet current educational needs.

Since 1962, Crowell Collier and Macmillan has invested over $1,750,000 in the
development and continual updating and expansion of the Collier-Macmillan
English program. This program, created primarily for use in teaching English
as a foreign language in the developing countries, is the most extensive of its
kind ever produced by an American company and paid for out of its own
resources. It is used virtually throughout the world. Considering the attitudes
expressed toward educational publishing and embodied in the operation of the
revised Universal Copyright Convention, American publishers world, at the very
least, have very serious doubts as to the advisability of such an investment today.

IF THE IEVISED UCC IS RATIFIED BY THE SENATE, CONGRESS ]MUST PASS LEGISLATION
ASSURING DOMESTIC AUTHORS AND PUBLISHERS OF COMPENSATION FOR THEIR ECO-
NOMICINJURIES

In 1962, Congress passed a Trade Expansion Act designed to make possible
the Kenniedy Round of tariff reductions. The Act incorporates a number of adjust-
ment assistance provisions designed to assist those workers and industries injured
by lowered tariffs. In sending the preliminary form of this Act to the House,
President Kennedy stated:

"When considerations of national policy make it desirable to avoid higher
tariffs, those injured by that competition should not be required to bear thie full
brunt of the impact. Rather, the burden of economic adjustment should be borne
in part by the Federal Government."

* * * * * * *

"Just as the Federal Government has assisted in personal readjustments made
necessary by military service, just as the Federal Government met its obligation
to assist industry in adjusting to war -prodiuction and again to return to peace-
time production, so there is an obligation to render assistance to those who suffer
as a result of national trade policy." [H. Doc. #314, 87th Cong. 2d. Sess.]

In the .debates on the bill, a number of Senators and Representatives reiterated
this principle of governmental responsibility. Thus, Senator Mansfield stated:

"These import-affected workers would not be casualties of supply and demand
or any other impersonal economic force. Instead, their unemployment would be
directly attributable to a decision of the Federal Government taken in the na-
tional interest. Certainly, the Federal Government would owe a special obligaticn
to those injured by such actions."

This philosophy of governmental responsibility to compensate private citi-
zens injured in the interests of national policy was expressed by many other
members of tlie Housc and Seniate in the 1962 debates. In that instanice there
was no agreement L, the United States, through tariff reductions, to permit
foreign countries to set their own "adequate" price on American products. The
mere threat of decreased protection to American industry and labor under the
Trade Expansion Act provoked the strong and justified response of the Ad-
ministration and Congress that the Government must compensate for private
injury caused by concessions to public policy.

Obviously, therefore, where American goods and services-the intellectual
products of American authors and publishers-are concerned, we look forward
with confidence to the reinforcement of the philosophy of the Senate as clearly
expressed in the Trade Expansion Act of 1962.

BECOMMENDATIONS

In concluding our testimony, we recommend that this Committee reject rati-
fication of the Paris revision of the Universal Copyright Convention. At the
very least, we urge that this Committee delay any action on ratification of
the revised Universal Copyright Convention until it has made careful study
of the effect of the Paris concessions on American authors and publishers, and
,after the attitudes of other developed countries have been expressed by formal
action of their governments.

Recognizing that the issue of domestic compensation is not within the Juris-
-diction of this Committee, we urge that in reporting its decision to the Senate
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this Committee express its (:oncein fol the injury to American authors and
publishers which will accompany .tification and recommend the adoption of
appropriate remedial legislation, as wca done in the case of the Trade Expansion
Act, in the event the treaty is ratified.

EXHIBIT A
LINDEN AND DFUTSCH,

New York, N.Y.

UNIVERSAL COPYRIGHT REVISION TO BE SUBMITTED TO CONGRESS FOR RATIFICA-
TION, BY ITS TERMS THE PROPOSED TREATY CALLS FOR PRIOR APPROVAL OF
EXPROPRIATION OF WORKS CREATED BY UNITED STATES CITIZENS

A statement opposing ratification and alternatively, a proposal to mitigate
the economic losses of American Authors and Publishers in the event of rati-
fication of Paris text of U.C.C.

In July 1971 diplomatic conferences held at Paris proposed revisions to the
Universal and Berne Copyright Conventions. These revisions were principally
designed to reduce the costs to developing countries of using intellectual prop-
erty created by authors and publishers in the developed countries. The Paris
text of the Universal Copyright Convention will be submitted shortly to the
United States Senate. Ratification of this treaty by the Senate would reduce
the protection available to American authors and publisherJ under both the
Berne and Universal Conventions, .and would constitute formal approval by
the Senate of the expropriation of the private property of Amercian citizens
without adequate compensation.

Despite the legitimate needs of underdeveloped countries for machinery,
equipment and food, none of these goods and products are given to foreign coun-
tries by the United States simply by consenting in a treaty to the taking of
these items without payment to the American owners of the property. It is not
conceivable that intellectual property created and produced by American citi-
zens would be treated by the Congress of the United States as less valuable.
We urge therefore that the Senate not approve the Paris revision of the Uni-
versal Copyright Convention.

If, however, the Senate feels that the national interest of the United States
in promoting the welfare of the developing countries requires ratificatimn, the
Federal Government should provide compensation to the authors and publishers
adversely affected by such revision, following the precedent established in the
Trade Expansion Act of 1962 and other legislation. After discussing the relevant
provisions of the Paris Revisions, there is set forth the pertinent features and
legislative history of the Trade Expansion Act.

1. -SUMMARY OF THE MAJOR EFFECTS -°F THE PARIS RSVISIONS ON THE RIGHTS OF
AUTHORS AND PUBLISHERS (IN PA, I'LARB Or' EDUCATIONAL MATERIALS) 1

The Universal and Berne Copyright Conventions are the two treaties which
provide international protection for the rights of authors, publishers and other
copyright owners, in their books and other writings, their audio-visual works,
and their other intellectual property in all media. The United States is a member
of only the Universal Copyright Convention, and therefore only the revision
of that treaty is formally before the Senate. However, American ratification
of that revision will also render effective the Paris revisions of the Berne
Convention.

Publishing and other means of dissemination of intellectual property are of
multi-national soope today, and it is common for works to be published simul-
taneously in the United States and abroad. American authors and other creators
of intellectual works thereby obtain the protection of the Berne Convention.
Recognizing this fact, the Paris revision of the Berne Convention provides that
it will not go into effect unless and uintil the United States, the United Kingdom,
Prance and Spain ratify the Paris revision of the Univereal Copyright
Convention.

This provision also explains why the Paris sessions which produced.the revi-
sions of both treaties were conducted concurrently and the substantive provisions

tA more detailed statement of the provisielons of the Paris revisions is attached as
Annex A, together iwth columar compartsons with the existing Berne Conventions and the
Stockholm Protocol.
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of the revisions of both texts are almost identical, insofar as they concern
developing countries. Thus, Jle United States' decision upon ratification of the
Paris revision f the Universal Cop3 right Convention is inextricably intertwined-
with the same , vision of the Berne Convention, and the effects on both treaties
must be considered together.

The foreign market and the involvement therein of American educational
publishers has increased markedly during the last decade and there is every
evidence that the American publishing industry is not only exporting more
works but is investing in foreign publishing. While the-concessions of the Paris
revision run in favor only of "developing countries', that term -'s so undefined
as to allow over 80 countries, including some in Europe, to qualify. Virtually
every country outside North America and -Europe, save only Australia, New
Zealand, and Japan, could be considered "developing".

The concessions granted to the "developing countries" primarily deal with
the rights to translate and reproduce for educational purposes. But the scope
of such purposes, as is shown below, is so broad that far more than textbooks,
reference works and the usual instructional audio-visual materials may be
covered; the term may be deemed to include, in practice, virtually any work
so long as its use is in any way related to any form of instruction, scholarship,
or research. For the authors and publishers of education:.imaterials, the "educa-
tional" exemptions eliminate over 80 countries from their market.
A. The Compulsory Translation and Reproduction Licenses

The most important provisions of the Paris revisions allow developing courI-
tries to grant licenses without perixissicu of the copyright owners for the trans-
lation and reproduction of works within i short time after their publication.
The revisions state that the copyright owners shall be paid a "just compensa-
tion consistent with standards of royalties-normally operatiing on licenses freely
negotiated between persons in the two cocatries concerned," but this is likely
to prove an empty formula.

Under the terms of the Paris revisions, and by the very nature of such licenses,
they are likely to be granted only after the copyright owners have already re-
jected as inadequate the royalties and other licensing terms proposed by the users
in the developing country; the new terms are likely to be even more exiguous.
Furthermore, by the very nature of the class of developing countries, there will
likely not be sufficient bilateral relations to establish royalty standards with any
definiteness, and particularly not for the newer forms of educational materials,
especially audio-visual works. The "consistency" to be expected, under the Paris
standard will therefore be far below the reasonable minimal expectations of au-
thors and publishers. Moreover, the . andard will be policed only by the national
tribunals of' the respective developing countries. In sum. adequacy of compensa-
tion appears to be left, in actuality, to the developing cuuntry's own judgment as
to what amount is "just'?.

The compnulsory translation license applies-to translations into any language
"in general use" in a developing country. It may be granted within a short period
after first publication of the original work, if a translation into the national !an-
guage has not been published or is out of print. For translations into a language
not in general use in any developed country which is a member of the par-
ticular Convention, the period is one year. If the language is in general use in
such a developed country, the relevant period is three years: but for languages
other than English, French and Spanish, the period can be reduced by agreement
with the developed country where the language is in general. use (e.g., Brazil
and Portugal agreeing to reduce the period for Portuguese one year). Under the
existing Berne Conventions, any country may reserve' the ·right to make trans-
lations into its -national languages without compensation, but only beginning ten
years after publication and only if no such trans!ntlcn has been published in any
member of the Convention. Under the existing Universal Copyright Convention, a
member country can grant compulsory licenses for translation into its national
languages beginning seven years after pa!,lication of the .origiinal 'work, if the
work has not been translated into such languages or if the translations are
out of print.

The compulsory reproduction license of the Paris revisions becomes available
a stated number of years after the first publication of a work. as described
below, If copies have not been distributed or have not been on sale for six
months In the licensing State "at a price reasonably related to that normally
charged in that State for comparable works." Where the publication of such
works is subsidized in any way by a developing State, it will, of course, be im-
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plomssible for American publisher.s to make co,pies of their own works available at
tAuch prices. The stated periods are three years for works of science, mathematics

and technology; seven years for works of fiction, poetry, drama and music; and
five years for other works.

It has frequently been asserted that compulsory licensing under the Paris
revisions will be the exception rather than the rule. The hard fight waged by
the developing countries to obtain the compulsory licensing system, however,
indicates that they themselves expect to make substantial use of the system. The
effect will be both to deprive American ,ulthors of compensation and to exclude
American publishers from serving developing countries by any means, including
direct sales or by foreign publishing affiliates.
B. The Vague Definition of "Developing Coountrics"

The Paris revisions, as we have noted above, contain no objective criteria of
llhat constitutes a "developing country", nor are there any viable standards

relating the class of countries entitled to invoke the special concessions to the
ends sought to be served by the concessions. A developing country is defined sim-
ply as one which is "regarded as a developing country in conformity with the
established practice" of the General Assembly of the United Nations. Although
the reference to the "established practice" of the United Nations may be con-
sidertedl to mandate some reference to its practice in the selection of countries en-
titled to reduced levels of contributions to U.N. upkeep (based principally on per
capita income statistics) or in granting economic assistance, it is generally
untdetrsto(lt that these "standards" fluctuate widely and may turn upon factors-
political. historical or even economic--having little relevance to the legitimate
need of any country for the reservations established by the Paris revisions. There
is no central arbiter nor list of "developi,.g countries" and. in the final analysis,
it s.enes clear that each country adhering to the revised Convention is able to
determine for itself whether it may invoke the compulsory licensing provisions.
It is clear, further. that a great many countries in South and Central Anierica.
Asia. Africa. the .Middie East and even parts of Europe will be able to claim the
benefits of these provisions with sufficient credibility under the Convention stand-
ard to avoitld the appearance of an outright rejection of its Convention obligations.

It is not without significance that those countries seeking sliecial concessions
at the Paris conferences steadfastly refused to admit any objective criteria of the
status of a country's development for the pnriloses of the revisions. and that the
opinion of the General Rapporteur of the U.C.C. "Concerningthe Criteria Govern-
ing 'Diveloling Countries'" is contained in a document which states tile opinion
to be "purely personal . . and] although ... based in part on tie discussion of
the question during the Paris Conference. [one which] cannotr in any way be
regarded as reflecting the views of other delegates or as constituting a part of
the General Report of the Conference."

The inadequacy of the definition of a "developing country" as expressed in the
Paris revisions is apparent not only at the stage at which a country may invoke
thie .,jecial reservations oil the rights of translation or reproduction. but also at
the stage at. which it may no longer do so-i.e., when it "ceases to be regarded"
as a developing country. The inadequacy of the notion of a "developing country"
in the Paris revisions not only allows an enormous number of countries at various
stages of development to grant compulsory licenses, but also allows them to con-
tinue doing so as their states of 1. )pmnelt improve, virtually without limit.
The only cutoff point stated in the revisions is the point at which a country
"ceases to be regarded" as a developl,.i country, a fphrase for which there are no
more objective criteria than there are for the definition of "developing countries"
discns-ed above. Thus. any country initially taking the benefit of the compulsory
licenses may well continue to grant such licenses after having achieved-a stage of
development sufficient to enable it to deal with the property of others on a level
expected of other Convention countries.
C. The "Edlcational" Limitation

The compulsory lifense provisions available to developing countries under the
Paris revisions are, as hlc, been repeatedly pointed out by proponents of rat!flca.
tion, circumscribed by reference to "educational" limitations on the scope of the
license. Thus, compulsory translation licenses may only be granted for the pur-
poses of "teaching, scholarship or research", while compulsory reproduction
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licenses iand translation licenses for non-broadcast use of audio-viuali text) are
limited to use in connection with "systematic instructional activities". In some
cases, such limitations ser e also to describe the class of works subject to Coiln-
pulsory licensing-thus, only audio-;isual works "prepared and publi.llled for the
sole purpose of being used in connection with systematic instructional activities"
are subject to such licenses. In a similar vein, both broadcasts utilizing coml)ul--
sory licensed translations and the permitted export of such translations unueircer-
tain conditions are to be devoid of commercial purpose.

Plor authors and publishers of educational materials, since it is addressed to
eliminate their entire market, such limitations obviously provide no comfort, and
their significance is a negative one. They only serve to underscore a basic point
of these comments-that a particular segment of American enterl)rise i., being
asked (required might be a better word) to devote the product of its private ini-
tiative to the subsidization of the development of foreign countries in a manner
thoroughly inconsistent with our traditional concepts of property and of iidi-
vidual vs. governmental responsibility.

Assuming that some American authors and pul,li.hllers do find initial coflivort
in the educational limitations on compulsory licensing under the Paris text,
either as a device for inexulating them from the effect of such licensing or as a
theoretically satisfactory justification for the need for such reservation, they
would do wvell to consider how little actual limitation these standards imlpose. The
Report of the General Rapporteur for the Paris U.C.C. Conference notes tile
"understanding" that "scholarsllip" encompasses not only instruction at grade
and high schools, colleges and universities, but also a "wide range of organized
educational activities intended for participation at any age level and devoted to
the study of any subject" and that "systematic instructional activities" include
"not only activities connected with the formal and informal curriculum ef an
educational institution, but also systematic ovt-of-school education." The Report
also notes that the possibility of the general public sale of copies produlced under
compulsory licensing was "envisaged" at the Conference. The only palliative
offered for this possibility is that the licensing authority of the State would be
"under a duty to determine that the License would fulfil the need of specified
'systematic instructional activities' [and the licens2] ivouid necessarily be re-
fused if such activities were in fact incidental to the actual purpobe of the repro-
duction." Observers at the Paris Conference were left with but little doubt that,
as we have indicated above, the countries seeking the benefit of these reservations
have a ratlier fluid and wide-ranging conception of "scholarship", "education",
and tlie other "limitative" criteria.
D. Reproduction under .Compulsory Licenses outside the Dcteloping Countries

The Paris revisions provide that compulsory licenses are "valid only for publi-
cation" in the territory of the licensing State, but the discussicl at the Paris
conference made abundantly clear, as confirmed by governing interpretat' .ns in
the Report of the General Rapporteurs, that works may be printed outside a
developing country pursuant to its compulsory license, and joint translation
facilities may be employed by several countries under their compulsol'y licenses.
This interpretation imposes only the following restrictions of substance on for-
eign reproduction of compulsory licensed works:

1. The reproduction facilities in the developing country are "incapable for
economic or practical reasons" of reproducing the copies (a standard to be inter-
preted by the developing country itself );

2. The country of reproduction is a Berne or U.C.C. member;
3. All copies reproduced abroad are delivered to the licensee in bulk for

distribution only in the developing country;
4. The reproduction facility is not "specially created" for repro(iuction under

compulsory licenses. The interpretation also provides that compulsory licensees
may employ translators and editorial personnel in other countries, and that
several compulsory licensees from different countries may u.se the same transla-
tion; and

5. The reproducing facility guarantees that the work of reproduction is law-
ful in its own country.

To illustrate iLe result--half a dozen or more developing countries may utilize
the same editorial, translation and printil.h facilities, located in any Berne or
U.C.C... ountry, to translate and/or reproduce a work to be used pursuant to the
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compulsory license provisions of each country. These joint printing facilities
need not even be in a developing country. Given the additional right of a joint
translation, this in fact results in a publishing enterprise servicing a group of
developing countries.

There is furthermore no requirement that these foreign translation, editorial,
and printing operations must not be conducted for profit. In other words these
may well be profit-making publishing enterprises. The compulsory licenses will
save them most of the initial costs and royalty expenses, which are among the
heaviest expenses of any publishing enterprise. The net result will be to sanction
profit-making publishing operations which will preempt markets from the

·authors and publishers for copyrighted materials.
The foregoing is a brief summary of the provisions of most interest to educa-

tional authors and publishers. Attached as Annex A is a chart that suinmarizes
:in parallel columns the major substantive provisions dealing with translation,
reproduction ..nd other rights under the existing Berne Convention and the
Stockholm Protocol and the Paris revision of that Convention.

Since the concessions to developing countries under the Paris revisions of the
Universal and Berne Conventions are substantially the same, a general summary
of the concessions made by the Paris revision of the Universal Convention is
reflected in the columnar presentation of the Paris revisions to the Berne Con-
ventions. Such significant differences as exist are set forth in footnotes to the
chart.

The view has been expressed that the Paris revision of the Berne Conven-
tion is a substantial improvement over the Stockholm Protocol to that Conven-
tion. The Stockholm Protocol, which only five years ago created such a furor,
has not been adopted by the developed countries, because of its broad preemption
of the rights of authors and publishers. For authors and publishers of educa-
tional materials, however, broad or narrow that category may be, examination
of the chart attached an Annex A will show that the Paris revision can hardly
be deemed a meaningful improvement for them over-the Stockholm Protocol. The
changes in the compulsory license scheme have been largely procedural, and
promise no substantive relief of any importance. Regardless of the more cir-
cuitouns formalities, required, the result for educational authors and publishers
would be the same-expropriation.

2. THE PROPRIETY OF AND PRECEDENT FOR GOVERNMENTAL COMPENSATION IF THE
PARIS REVISION Is RATIFIED

For the reasons above, we urge that the Paris Revision of the 'Utniversal Copy-
right Convention should not be ratified. However, if the Senate deems that the
underlying national interests of the United States require such ratificailon; not-
withstanding the injury to some of its citizens, we suggest that provision be
made for governmental compensation to those authors and publishers whose ih-
terests would be sacrificed.

United States economic assistance to developing countries has always hereto-
fore been a governmental responsibility, discharged by money payments or loans
to developing countries or by governmental purchases of needed materials which
were then supplied directly to the foreign countries. If in this case the United
States Government feels it cannot take that course with respect to intellectual
property, and that economic assistance with respect to such property must become
an individual responsibility of a class of American citizens, then governmental
action to compensate American authors and publishers for this burden is ap-
propriate. The Senate, and the United States Government in general, has a his-
tory of carefully guarding the rights of United States citizens where the national
interest requires that some private interests of some citizefs be sacrificed in order
to make concessions to foreign countries. The outstanding example is the adjust-
ment assistance provisions of the Trade Expansion Act of 1962.

The Trade Expansion Act liberalized United States tariff provisions so as t¢
make possible what later became known as the Kennedy Round of tariff reduc-
tions. When the Act was proposed and enacted, it was recognized by all con-
cerned that some firms and workers would be seriously injured by the increase
in imports which the contemplated tariff reductions would allow. Accordingly,
the Act included provisions under which injured firms could receive assistance
consisting of technical assistance, government loan guarantees, and tax assist-
ance, and affected workers could receive assistance consisting of a form of un-
employment compensation, training for other jobs, and relocation allowances.
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These forms of assistance are paid by the Federal Government and at levels which
are uniform throughout the nation.

The legislative history of the Act makes clear that these provisions embody a
broad general principle. The initial form of the Act was drafted by the Kennedy
Administration and introduced in the House as H.R. 9900 of the 87th Congress.
The President's message, dated January 25, 1962, accompanying the bill stated
in part:

"When considerations of national policy make it desirable to avoid higher
tariffs, those injured by that competition should not be required to bear the full
brunt of the impact. Rather, the burden of economic adjustment should be borne
in part by the Federal Government.

* * * * * * $

"Just as the Federal Government has assisted in personal readjustments made
necessary by military service, just as the Federal Government-met its obligation
to assist industry in adjusting to war production and again to return to peace-
time production, so there is an obligation to render a ~sistance to those who suffer
as a result of national trade policy."

(H. Doc. #314, 87th Cong. 2d Sess, reprinted in H.R. Ways and Means Comm.,
.90th Cong., 1st Sess., "Legislative History of H.R. 11970, 87th Cong., Trade
Expansion Act of 1962" (1967), at pp. 90-91 (hereinafter cited as "Leg. Hist.") )

Secretary of Commerce Luther Hodges made the principal presentation before
the House Ways and Means Committee. Discussing relief for firms and workers
injured by increased imports, he said:

"'The Federal Government has a special responsibility to such firms and
workers. For their hardship can be directly traced to a specific action under-
taken by the Government for the good of all-the lowering of trade restrictions
in order to open up new markets for our goods abroad. As the President has said,
no industry or work force should be made a sacrificial victim for the benefit of
the national wellare. No small grdup of firms and workers should be made to
bear the full burden of the costs of a program whose -- Pat benefits enrich
the Nation as a whole." (H.R. Ways and Means Committt Oh Cong. 2d Sess.,
Hearings on H.R. 9900, p. 90; Leg. Hist. p. 172)

The Ways and Means Committee revised the administration's bill and re-
ported out the revision as H.R. 11970. In its report, the Committee justified the
adjustment assistance provisions in the following language:

"The furnishing of this assistance is fully consistent with our traditional prac-
lice of protecting American commerce and labor from serious injury resulting
from imports. It will enable those firms and workers injured by increased im-
ports to receive prompt help that is suited to their individual needs." (H. Rept.
No. 1818, 87th Cong., 2d Sess., pp. 13-14; Leg. Hist., pp. 1077-78)

Representative Hale Boggs was the floor manager of the bill in the House.
In his speech introducing the bill, he supported the adjustment assistance pro-
vision as follows:

"'[Ilt is based or it r.ry sound fundamental principle: That in the pursuit of
a national objective, we shall give assistance to the businessman who is hurt
and give assistance to the workingman who is hurt. There is nothing new or
radical about this. When we call a lad and say: You must go to serve your coun-
try in the Army or the Navy or the Air Force, we also say to t *.: Son, when you
come back home, your job will he waiting for you. We assurt .,im of reemploy-
ment rights. If he is hurt, we put him in a veterans' hospital.

"Throughout the entire history of the United States. v/e have consistently rec-
ognized the fact that in the pursuit of an overall national policy, we have made
adjustments for those vwho are injured thereby-whether it be injury to firms
or to workers. That is all this bill does-nothing-else. In most instances, it will
use existing machinery which has already been established by law." (Cong. Rec.
·6/27/62. pp. 11,086-87; Leg. Hist. p. 1189)

Representative Keogh. another member of the Ways and Means Commit ee,
subsequently remarked about the,~e provisions:

"Having set up the fences m. iich we now propose to lower or remove, we have
the obligation-in equity and good conscience-to assist these affected firis and
ivorkers in meeting the new situation which the Government will permit to come
about." (Cong. Rec. 6/27/62, p. 11,111, Leg. Hist. p. 1233)

Both in the House and in the Senate. objections were raised to the payment of
a uniform amount to workers. rather than the amounts payablt under state un-
employment compensation systems, which in most cases were much less. In the
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House, Representative Conte of Massachusetts argued that this was discrimina-
tory and offered as a particular example unemployment in his home district
caused by cancellation of a government contract. Repiesentative Mills, then as
now Chairman of the Ways and ~Means Committee, answered that in Conte's ex-
ainple the government was acting like any other conitractor, and continued:

"Assistance in the case of removal of tariffs can be justified, because this con-
dition arises through Government sovereign action, taken in the i;ublic interest,
to lower tariffs and thereby take a job away from this man. The sovereign has
seen fit to remove a tariff which it placed on an article to protect the job. In
all equity and good conscience it must take steps to make the affected worker's
adjustment to the new competitive conditions created by its own acts as easy
as possible under the circumstances." (Cong. Rec. 6/27/72, p. 11,117; Leg. Hist.
pp. 1243-44)

In the Senate, two amendments were offered with respect to the adjusinent
assistanice provisions. The first sought to eliminate the provisions entirely. The
asserted grounds were that the provisions discriminated against those uinem-
ployed for other reasons, that some of those others might have become funem-
ployed because they had been providing goods and services to the industries
forced out of business by imports, and that there wvas no essential difference
between unemployment caused by imports and unemployment due to cl-'nges
in government purchasing. (Remarks of Senato- Curtis, Cong. Rec. 9/17/72,
p. 1868; Leg. Hist. pp. 1702-03) (Of course, the motive for the amendment
was to eliminate labor support of the Act as a whole and thereby defeat the Act.)

Senator Williams of New Jersey opposed the amendment and defended the
provisions illn the bill as follows:

"I strongly support the President's trade program. I think it is vital to our
Nation's continued growth and prosperity. But I see no reason why the few
conmmunities, industries or workers who may possib:y suffer some adverse effect
from the reduction of trade barriers must bear the entire burden. If the interests
of the Nation and the interests of our national trade policy cause some injury,
the Nation, and therefore the Federal Government have a c!ear and unmistakable
obligation to alleviate that injury and facilitate adjustment to new economic
activities." (Cong.'Rec. 9/17/72, p. 18,691; Leg. Hist. p. 1706)

The first amendment was defeated, 58-23.
The second amendment was offered by Senator Byrd of Virginia. It would

have set the level of payments at the rate prevailing under state unemployment
compensation programs, rather than at the uniform national level set by the bill.
The arguments in support of the amendment were similar to those for'the
previous amendment. In opposition to the amendment and in support of the
pending bill were the following remarks:

Senator Sir: rlERS. "I, too, believe in States rights. I believe that if an injury
done to a worker results from action taken by a State, the State, rather than
the Federal Government, should provide the proper compensation.

But when this bill goes into effect, the injury will result from Federal action,
from the action of the Federal Government in removing the tariff, thereby
allowing the entrance of imports which will result in damage to -n industry
and in the loss of the Jobs of the w(,rkers in that industry. In view of the fact
that the action would be Federal action, those of us on the committee took the
position that the Federal Government should have the responsibility for making
the compensation payments due to the worker because he lost his job as a result
of action taken by the Federal Government.

I believe that in this instance tlhe Federal Government. acting in what I regard
as the overall interest of the Nation-and I recognize that some workers will be
injured thereby, but there will be overall benefit to American industry and to the
general economy--has the responsibility, under the original concept, to provide
funds for proper and necessary compensation." (Cong. Rec. 9/17/72, p. 1S,694;
Leg. Hist. p. 1712)

Senator LONG: "Mr. President, it is a fair proposal that Federal standards be
used in paying for Federal injury, w:e provide private i.ellef bills to compensate
Federal injury all the time. If one examines the calendar, he will find more
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private relief bills than any other kind. This is a relief bill for those the Federal
Government chooses to insure in the pursuance of a program in the overall
national interest. On tL. wlhole, we anticipate an increase in national inconme
as a result of the bill. We anticipate an increase in employment overall. We do
not want to do that a, the expense of a few and the suffering of an unfairness
to a few Americans who will be injured." (Cong. Rec. 9/17/72, p. 18,695; Leg.
Hist. p. 1714)

Senator MANSFIELD: "These import-affected workers would not be casualties
of supply and demand or any other impersonal economic fozce. Instead, their
unemployment would be directly attributable to a decision of the Federal Gov-
ernment taken in the national interest. Certainly, the Federal Government
would owe a special obligation to those injured by such actions."

The amendment was defeated, 51-31. The principle was thereby affirmed that
if th' Federal Government causes injury to some industry in order to achieve
some broad goal of foreign policy, it should compensate those who have been
injured, at least in part.

Accordingly, it is urged that the precedent of the Trade Expansion Act be
followed and that an appropr.-ie enactment be promulgated to vitiate the
economic damage upon authors and publishers if Congress should determine
that it is in the national best interest to ratify the Paris text of the Universal
Copyright Convention. If, as supporters of the Paris revisions have asserted, the
compulsory licensing provisions will be little used by the developing
countries, then the Senate will have affirmed, at little cost, the
sound principle that a small class of citizens is not to be required
to bear the burden of furthering the national interests without compen-
sation. If, as we fear, compulsory licensing A ill become widespread among
developing countries, then the injury to authors and publishers will be
substantial in terms of the normal dimensions of the publishing industry, and
there will be a serious need for compensation. Measured against the sums which
the Congress usually appropriates in connection with foreign aid, however,
the amount of compensation would in any event be negligible.

We suggest that provisions for such compensation would be simpler than.
those of the Trade Expansion Act because:

1. The Paris texts of both the U.C.C. and the Berne Union include procedures
for notifications to the copyright owners or proprietors when a developing
country grants a compulsory license on copyrights owned by United States
citizens (as well as all other countries).

2. Under the Adjustment Assistance program of the Trade Expansion Act,
one recurring problem which requires extensive investigations by the Tariff
Qbmmission is to determine whether injuries to particular American industries
are caused by current tariff reductions or other factors, such as general busi-
ness conditions, increasing American costs, prior tariff reductions, etc. Such
problems are entirely absent hert, where the loss of income to authors and
publishers is demonstrated from the use of their literary property by a develop-
ing country (with little compensation or none) under compulsory licenses.

3. The uses made of educational materials in the developing countries can be
measured. Royalties under compulsory licenses, regardless of their rates, will
normally be measured by such uses, i.e., number of books, records, tapes, etc.
sold, and such numbers should in the ordinary course be reported together with
the royalty payments, or be obtained by inquiry from the licensees.

4. The measure of compensation that could be set forth in the statute would
be a predetermined percentage of those royalties which publishers and authors
charge in the normal course of export licenses.

Accordingly it is urged that the Paris Revision of the Universal Copyright
Convention not be ratified. However, in the event that despite the unwarranted
and unfair distinction made between talgible property and intellectual property
Congress decides that it is in the national interest to ratify the treaty,. then
it is nrgPd that an enactment paralleling the Adjusment Assistance provisions
of the Trade Expansion Act be passed to preservo the rights of authors and
publishers in conformity with the traditions of the United States.

B. L. LINDEN.

20-I344-.3--16
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COMPARISON OF CONCESSIONS TO DEVELOPING COUNTRIES UNDER THE EXISTING BERNE CONVENTIONS,
THE STOCKHOLM PROTOCOL AND THE PARIS REVISION*

ANNEX A

CHART I.-TRANSLATION RIGHTS

l*The followi.,. tabular summan v of the " Paris Revision" relates to the Paris Revision of the Berne Convention. Substantiaf
differences between this Revisinc and the Paris Revision of the Universal Copyright Convb.Jtion are indicated by asterisks
and explained by "Notes" appeaing at the conclusion of the tables. Where no note is indicated, the summary of the
Paris Revision serves as a summary of the concessions made to developing countries in the Universal Copyright Con-
ventionl

Existing Berne Conventions
(Rome, 1928 and Brussels,

1948) Stockholm protocol (1967) Berne Paris Revision (1971)

NO CONCESSIONS

Despite Convention recog- A developing country may reserve the Same as Stockholm Protocol with respect
nitron of exclusive translation right to allow translation of Works without to translation into languages "in general
rights, any country may re- authorization or compensation if, after ten use" in the developing country. Appendix,
serve the right to allow trans- years from first publication of the original Arts. V(lXa), 1(6Xb); Text, Ar 30(2).1
lation of Works into its na- Work, an authorized translation has not (See note 1.)
lional languages without been published in a Union country in the
authorization or compensa- language for which protection is claimed.
tion if, after ten years from Developed countries may not retaliate
first publication of the origi- againstWorksemanatingfromadeveloping
nal Work, an authorized country makingthis reservation. IProtocol,
translation intosuch language Art. I(b),i).j (A developed country making
has not been published in a such a reservation under Stockholm is sb-
Union country. Other Con- ject to retaliation [Text, Art. 30(2Xb)1.)
vention countries may not
retaliate against Works ema-
nating from a country making

In addition to allowing free translation As an alternative to allowing free transla-
HO COMPULSORY ten years after first publication, a develop- tion ten years after first publication, a

LICENSE ing country may subject the right of transla- developing country may subject the right of
tion to compulsory licensing. [Protocol, Art. translation to compulsory licensing [Appen-
I(bXiXii).j dix, Art. -II, V(1Xc), V(2), l(1)j.** (See

note 1.)
The system of compulsory licensing al- The system of compulsory licensing allows

lows the "competent authority" (not de- the "competent authority" (not defined) to
fined) of a developing country to authorize authorize the translation of Works, and the
the translation of Works, and the publica- publication of the translation in printed or
tion of the translation, without the authority analagous forms of reproduction, without the
of the owner of translation rights, on certain authority of the owner of translation rights,
terms and conditions. [Protocol, Art I(b) on certain terms and conditions. [Appendix,
(ii).l Art. 11(1), 11(2XA)j. In the case of certain

audio-visual Works, the license extends to
publication of the translation in audio-
visual form. [Appendix Art. 1l(7X6).1

All books, audio-visual Works, and other All Works "published in printed or
Works are subject to compulsory trans- analagous forms of reproudction" are
lation license. IProtocol Art.l(b); Text, subject to compulsory translation licensing.
Art. 11.1 No special provision is made con- [Appendix, Art. II(1)[.
cerning application of the compulsory The textual portions of audio-visual
license to the textual portions of audio- Works which were "prepared and published
visual Works. for the sole purpose of being used in con-

nection with systematic instructional ac-
tivities" are subject to a compulsory trans-
lation license. [Appendix, Art. 11(9Xc),
111(7Xb).l (The rules governing translation
of the textual portions of audio-visual Works
differ from those governing printed Works.
In the former case, the rules follow those
iertaining to the compulsory reproduction
license under the Paris Revision.)

A compulsory translation license may be Printed Works: A compulsory license for
granted without restriction as to purpose. translation of printed Works may be granted

only for the purpose of "teaching, scholar-
hipor research. (Appendix, Art. 11(5).)

broadcasting organization headquar-
tered in a developing country may secure a
compulsory license to translate a printed
Work if the.translation is only for use in
broadcasts (live or recorded) to recipients
within the developing country, which broad-
casts are intended exclusively for "teaching
or the dissemination of the results of special-
izedtechnical or scientific research to experts
in a particular profession"; and if "all uses
made of the translation are without any com-
mercial purpose." [Appendix, Art. 11(9)
(aXb).l
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COMPARISON OF CONCESSIONS TO DEVELOPING COUNTRIES UNDER THE EXISTING BERNE CONVENTIONS,
THE STOCKHOLM.PROTOCOL AND THE PARIS REVISION'-Continued

CHART 1.-TRANSLATION RIGHTS--Continued

Existing Berne Conventions
(Rome, 1928 and Brussels,

1948) Stockholm protocol (1967) Berne Paris Revision (1971)

(The compulsory translation license does
not encompass the right to record or broad-
cast the translation. However, Convention
recognition of the broadcasting right allows
member countries to determine the condi-
tions under which that right may exist, sub-
ject to compensation which may be fixed by
the competent authority, and to "determine
the regulations for ephemeral recordings"
made by broadcast organizations. Text, Art.

Audio-Visual Works (Prepared and Pub-
lished Solely For Use in Connection with
Systematic Instruction): Broadcasters may
secure a compulsory license to translate the
textual portions of such Works for the same
purposes as noted in connection with their
translation of printed Works. [Appendix,
Art. II(9Xc).l

In other cases, a compulsory license for
translation of the textual portions of such
Works may be granted only for "use in con-
nection with systematic instructional activ-
ities" [Appendix, Art. 111(7Xb), 11(1).j

The compulsory translation license m3y The compulsory translation license may
only be granted for translation into a "na- only be granted for translation into a lan-
tional, official, or regional language" of guage "in general use" in the licensing
the licensing Staie. [Protocol, Art. I(b)- State. [Appendix, Art. il(2Xa), Ill(7Xb).I
(iii).]

Printed Works:
The compulsory translation license The compulsory translation license

becomes available three years after first becomes available after a stated number of
publication of the original work if a trans- years from first publication of the original
lation thereof has not then been published Work if a translation thereof has not then
in thelicensingStateinto a national,official been publicized anywhere in the language
or regional language of that State, or if all concerned, or if all editions of a translation
previous editions of a translation in such into such language are out of print.
language in that State are then out of print. In the case of translations into a language
(The license will be available for transla- not in general use in any developed Berne
tion into any of the national, official or country the relevant period is one year.
regional languages into which the original [Appendix. Art. II (3Xa), 11(2Xa).l
Workl had not been published or in which a In the case of translations into a language
translation is out of print.) [Protocol, Art. I in general use in any developed Berne
(bX;i).l country, the relevant period is three years.

IAppendix, Art. 11(2Xa).l (In the case of
translations into languages other than
English, French or Spanish, a lesser period
may be substituted by agreement between
the developing country and all developed
Berne countries in which the language is in
general use. Appendix, Art. 11(3Xb).)

Audio-Visual Works (Prepared and Pub-
lished Solely For Use in Connection With
Systematic Instruction):

The-compulsory translation license be-
comes available to broadcasters at the same
times as govern printed Works. [Appendix,
Art. 11(9XcXd).l

In other cases, a compulsory license for
translation of the textual portions of such
Works becomes available (in connection with
a compulsory license to reproduce the Work)
after a stated number of years from first
publication of the Work if copies thereof
have not then been distributed in the licens-
ing State "at a price reasonably related to
that normally charged in Ithat] country for
comparable works,' or no copies have been
on sale for six months In that State at "reas-
sonably related" prices. [Appendix, Art.
111(7Xb), 111(2XaXb).l

The relevant period is: three years for
Works in the area of science, mathematics
and technology; seven years for Works of
fiction, poetry, drama and music; five years
in other cases. [Appendix, Art. 111(7Xb),
It(3).]
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COMPARISON OF CONCESSIONS TO DEYELOPING COLNTRIES UNDER THE EXISTING BERNE CONVENTIONS,
THE STOCKHOLM PROTOCOL AND THE PARIS REVISION*-Continued

CHART II.-REPRODUCTION RIGHTS

Existing Barne Conventions
(Rome, 1928 and Brussels,

1948) Stockholm protocol (1967) Berne Paris Revision (1971)

An applicant for a compulsory transla- An applicant for a compulsory transla-
tion license must, "in accordance with the tion license must, "in accordance with the
procedure" of the licensing State, establish proceiure" of the licensing State, establish
either: either:

(1) "That he has requested, and been (1) "That he has requested, and been
denied, authorization" by the owner of the denied, authorization" by the owner of the
translation right [Protocol, Art. I(b)(ii)l; translation right [Appendix, Art. IV(I)I. In

this case:
At the time of making his request, the

applicant "shall inform' an information
center designated by the publisher's country.
[Appendix, Art. IV(l)j; and

The license may not be granted until after
the expiration of varying monthly grace
periods from the applicant s compliance with
the foregoing. If, during these grace periods.
the owner publishes a translation anywhere
into the relevant language (cr, in the case of
audio-visual works, causes their distribution
at "reasonably related" prices in the
licensing State), the license may not be
granted. [Appendix, Art. 11(4XaXi), 11(4)(b),
111(7Xb), 111(4)(aX)(i), 111(4)(c).

Or- Or-
(2) "That, after due diligence on his part, (2) "That, after due diligence on his part,

he was unable to find the owner of the he was unable to find the owner of the
right." [Protocol, Art. I(bXii)i. In this case: right." [Appendix, Art. IV(1)i. In this case:

The applicant must send copies of his The applicant must send copies 6f his
application to the publisher of the Work application by registered airmail to the
and a representative of the country of the publisher of the Work and an information
country of the owner (Protocol, Art. I(b)- center designated by the poblisher's country
(iii)l; and [Appendix, Art. IV(2)]; and

The license may not be granted until The license may not be granted until
after the expiration of two months from the after the expiration of varying grace periods
dispatch of copies of the application from the dispatch of copies of the applica-
[Protocol, Art. l(bXiii)l. tion. If, during these grace periods, the

owner publishes a translation anywhere into-
the relevant language (or, in the case of
audio-visual Works, causes their distribution
at "reasonably related" prices in the licens-
ing State), the license mzy not be granted.
(Appendix, Art. 1(4XaX2), 11(4Xb),111(7)-
(6), 111(4XaXii), 111(4Xb),11 (4X.c).

Developing countries establishing a sys- Devemoping countries establishing a sys-
tem of compulsory translation licenses must tem of compulsory translation licenses must
make "due provision" to assure: make "due provision" to assure:

(1) a "correct translation" IProtocol, (1) a "correct translation" (Appendix,
Art. I (bXiv)]; and Art. IV(6Xb)l; and

(2) a 'Just compensation" lid.] (2) a "Just compensation that is consist-
Payrrientandtransmittalofcompensation ent with standards of royalties normally

is "subject to national currency regula- operating on licenses freely negotizted bet-
tions." IProtocol, Art. l(b)(iv).l ween persons in the two countries con-

cerned." [Appendix, Art IV(6) (a) .i).l
If national currency regulations hinder

payment and transmittal of compensation,
the "competent authority" shall use "all
efforts" to ensure transmittal in interna-
tionally convertible currency. IAppendix,
Art. IV(6XaXii).]

The obligation to paycompensation under
a compulsory translation license termi-
nates after ten years from first publication
of the original Work. If an authorized
translation has'not yet been published into
thelanguagein qbestionina Berne cu ntry.
[Protocol, Art. I(bXviii).l

A compulsory translation license is A compulsory translation license generally
generally 'valid only for publication in the "does not extend to the export of copies
territory of" the licensing State. IProtocol, and is "valid only for publication" in the
Art. I(bXv),I territory of the licensing State.l Appendix

Art. IV(4Xa).l I[Cpies published under a
compulsory translation must bear a notice
that the copies are available only for distri-
bution in the licensing State. [Appendix,
Art. IV(5).1 (But the opportunity to engage
in joint translation and reproduction abroad
substantially equals the consequences of
permitted export. See Chart I, p. 8.)
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CHART II.-REPRODUCTION RIGHTS--Continued

Existing Berne Conventions
(Rome, 1928 and Brussels,

1948) Sto.kholm protocol (1967) Berne Paris Revision (1971)

However, copies may be imported and However, in the case of translations into
sold in other countries allowing such im- languages other than English, French or
portation and sale. [Protocol, Art. I(bXv) Spanish a public entity of the licensingState
(effect of next-to-final sentence as negating may export copies made under a compulsory
conditions of prior sentence).] translation license to its nationals in other

countries, provided the copies are used
"only for the purpose of teaching, scholar
ship or research", the export and distribu-
tion of the copies is "without commercial
purpose", and the receiving country has
agreed to the importation. (Appendix,
At. IV(4Xc).i

This permissible export is ,tot applicable
to audio-visual works. ISee, Appendix, Art
IV(4Xc)and Art. ll(7Xb .l

Copies made under a compulsory transla- Copies made under a compulsory transla-
tion license may be reproduced outside tion license may be reproduced in printed
of the territory of the licensing State. ISee form outside of the territory of the licensing
Repcn, Main Committee II (Stockholm" State if the licensing State has no reproduc-
par. i4.l tion facilities (or its facilities are "in-

capable" of reproducing the copies), all
copies are returned in bulk to the licensing
State, and the reproducer guarantees that
the work of reproduction is lawful in its
country. (General Report on the Paris
Conference (Berne) par. 40.1

Such reproduction may only take place
in a Berne or Univeisal Copyright Convention
country, and may not be done y a reproduc-
tion facility "specifically created" for
compulsory licensing purposes. Ild.J

The incorporation of comp(ilsory-trans-
lated audio visuial texts into audio-visual
Works may be done outside the territory
of the licensing Stote under the same condi-
tions. lid. at par. 41 (a).l

Compulsory licensees may employ trans-
lators and persons doing preliminary
editorial work in other countries. [General
Report par. 42.1 A number of compulsory
licensees may use the same unpublished
translation lId.].

Compulsory translation licenses termi- Compulsory translation licenses terminate
nate if an authorized translation into the if an authorized translation into the language
language In questiorn is published in the in question is published ata price reasonably
licensing Sta.e witjlin ten years from first related to that normally charged in the
publication'of th, uderlying Work. (Pro- licensing State for comparable Works.
tocol, /rt.l(bXvii).] [Appendix, Art. 11(6).1

Co;.ies made before termination may Copies made before terminatior. nay con-
continue to be sold. Ild.l tinue to be distributed "until tih3i: sck is

exhausted." lId.j

NO CONCESSIONS

The Rome and Brussels The Stockholm Text expressly accords Same as Stockholm.' (See note 2.)
Acts do not expressly recog- authors the exclusive light of reproducing
nize a general right of repro- (and recording) their Works. [Text, Art. 9.1
duction. Whether such a right The Stockholm text does allow members Same as Stockholm." (See note 2.)
is implicit in these Acts has to permit reproduction in "certain special
been a matter of academic cases," provided that such reproduction
discussion. "does not conflict with normal exploitation

of the Work and does not prejudice the
legitimate interests of the author." Ild.l It
is believed that these conditions avoid the
reproduction right being subject to general
systems of compulsory licensing, except as
permitted to developing countries.

NO COMPULSORY LICENSE A developing country may subject the Same as Stockholm [Appendix, Art. IIe(1)j.
right of reproduction to compulsory licens-
ing. [Protocol, Art. l(c).l

The system or compmsory lice;rang The system of compulsory licensing allows
allows the "competent authority" (not the "competent authority" (not defined) of
defined) of a developing countrytoauthor- a developing country to authorize the repro-
ize the reproduction and publcation of duction of Works, and the publication thereof
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CHART II.-REPRODUCTION RIGHTS--Continued

Existing Berne Conventions
(Rome, 1928 and Brussels,

1948) Stockholm protocol (1967) Berne Paris Revision (1971)

Works without the authority of the owner at prices reasonably related to those nor-
of reproduction rights, on certain terms and mally charged in the licensing State for
conditions. [Protocol, Art. I(c).l comparable Works, without the authority of

the owner of reproduction :ights, on certain
terms and conditions. [Appendix, Art. Ill
(1X2Xa).l

All Works are subject to compulsory All Works published in "printed or analo-
reproduction licensing. IProtocol, Art. I gous forms of reproduction" are subject to
(cXi); Text, Art. Ill. No special provision is compulsory reproduction licensing. (Appen-
made concerning application of the com- dix. Art. 111(7Xa).l
pulsory license to audio-visual Works. Audio-visual Works which were "pre-

pared and published for the sole purpose of
being used in connection with systematic
instructional activities" may be reproduced
in audio. visual form, and the textual poetions
thereof may be translated into a language in
general use in the licensing State,; idder the-
compulsory reproduction license.;Appendix
Art. llI(7Xb).

Translations which are not in a language
in general use in the licensing State, or which
were produced without the authority of the
owner of the underlying Work (including
compulsory licensed translations) are not
subject to compulsory reproduction licensing.

A compulsory reproduction may only be A compulsory reproduction license may
obtained to raproduce and publish "for only be obtained.to reproduce and publish
educationalorcultural purposes." [Protocol, the Work "for use in connection with sys-
Art. I (cXi).I tematic instructional activitie:." [Appendix,

Art. Ill (2Xa).[1 (See note 3.).
The compulsory reproduction license be- The compulsory reproduction license be-

comes available three years after first pub- comes available after a stated number of
lication of a Work if it has not then been years from first publication of a Work if
published in the licensing State, or if all copiesthereofhavenotthenbeendistributed
previous editions in the licensing State are in the licensing State "at a price reasonably
out of print. [Protocol, Art. I(cXi).l related to that normally charged in that

State for comparable Works," or no copies.
have been on sale for six months in that
State at "reasonably related" prices. tAp-
pendix, Art. 111(2).1

The.relevant period is: three years for
Works in the area of science, mathematics.
and technology- seven years for Works of
fiction, poetry, drama and music- five years
in other cases. lAppendix, Art. 111(3).J

An applicant for a compulsory reproduc- An applicant for a compulsory translation
tion license must, "in accordance with the icenrise must, "in accordance with the pro-
procedure" of the licensingState, establish cedure" of the licensing State, establish
either: either:

(1) "That he has requested, and been (1) "That he has requasted, and been
denied, authorization" by the owner of the denied, authorization" by the owner of the
reproduction right Protocol, Art. l(cXi)l; reproduction right (Appendix, Art. IV (1)1.

In this case:
At the time of making his request, the-

applicant' "shall inform ' an information
center designated by the publisher's country..
[Appendix, Art. IV(1); and

Ucrnses obtainable after three aars-
may not be gra.ted until after the expira-
tion of a six-month grace period from the-
applicant's compliance with the foregoing.
If, during this grace period, the ow."er dis-
tributes his wcrk at "reasonably related"'
pricesi n the licensing State, the license may
not be granted. (Appendix, Art. lll1(4Xa)

(i). III(4Xc).J
Or Or
(2) "That, after due diligence on his part, (2) "That, after due diligence on his part,.

he was unable to find the owner of the he was unable to find the owner of the
right" (Protocol, Art. I(cXi)l. In this case: right." (Appendix, Art. IV(1)1. In this case
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Existing Berne Conventions
(Rome, 1928 and Brussels,

1948) Stockholm rrotocol (1967) Berne Paris Revision (1971)

The applicant must send copies of his The applicant must send copies of[his
application to the publisher of the Work and application by registered airmail to the
a representative of the country of the owner publisher of the Work and an informatioh
IProtocol, Art. I(cXii)l; and center deisgnated by te publisher's country

The license may not be granted until [Appendix, Art.IV(2)1; and
after the expiration of two monthsfrom the The license may not be granted until
dispatch of copies of the application [Pro- after the expiration of varying grace periods
toccl, Art. I(cXii).] from the dispatch of copies of the applica-

tion. If, during this grace period, the owner
distributes his work at "reasonably related"
prices in the licensing State, the license may
not be granted. [Appendix, Art. III(4Xaxli).
111(4Xb), 111(4Xc).J

Developing couLntries establishing a sys- Developing countries establishing, a sys-
tem of compulsory reproduction licenses tem ofconmpulsory translation licenses must
must make "due provision" to assure: make "due provision" to assure:

(1) an "accurate reproduction" IProto- (1) an "accurate reproduction" [Appen-
col, Art I (cXiii)J; and dix, Art. IV (6Xb)l; and

(2) a "just compensation" [ld.l (2) a "just compensation that is consis-
tent with standards of royalties normally
operating on licenses freely negotiated be:
tween persons in the two countries con-
cerned." [Appendix, Art. I1(6XaXi).j

Paymentandtransmittalofcompensation If national currency regulations hinder
is "subject to national currency regula- payment and transmittal of compensation
tions." [Protocol, Artl(cXiii).J the "competent authority" shall use "all

efforts "to ensure transmittal in inter-
nationally convertible currency. [Appendix,
Art. IV(6XaXii).]

A compulsory reprod,'ction license is A compulsory reproduction license gen-
generally "valid only for publication in the erally "does not extend to the export of
territory of" the licensing State. (Protocol, copies" and is "valid only for publication"
Art. I(cXiv).l in the territory of the licensing State. [Ap-

pendix, Art. IV(4Xa).] [Copies published
under a compulsory translation must bear a
notice that the copies are available only
for distribution in the licensing State. Ap-
pendix, Art. IV(5).1

However, copies may be imported and (But the opportunity to engage in joint
sold in other countries allowing such im- translation and reproduction abroad sub-
portation and sale. [Protocol, Art. I(cXiv) stantially equals the consequences of per-
(effect of next-to-final sentence as negating mitted export. See II pg. 5).
conditions of prior sentence).l ,

Copies made under a compulsory repro- Copies made under a compulsory repro-
duction license may be manufactured out- duction license may be reproduced in printed
side of the territory of the licensing State. form outside the territory of the licensing
See Report, Main Committee II (Stockholm) State if the licensing State has no reproduc-
Far. 14.1 tion facilities (or Its facilities are "inca-

pable" of reproducing the copies), all copies
-are returned in bulk to the licensing State.
and the reproducer guarantees that the Work
of reproduction is lawful in its country,
[General Report on the Paris Conference
(Berne) par. 40.1

Such reproduction may only take place in
a Berne or Universal Copyright Convention
country, and may not be done by a reproduc-
tion facility "specrically created" for com-
pulsory licensing purposes. Ild.j

Although the "incorporation of compul-
sory-translated audio-visual texts into audio-
visual Works" may be done outside the
territory of the licensing State under the
the same conditions, these provisions may
not apply to all aspects of the reproduction
In audio-visual form of the audio-visual work
itself. [See Id, at par. 41(a), par. 40.1

Compulsory licensees may employ per-
sons doing preliminary editorial work in
other countries. [General Report par. 42.1.
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COMPARISON OF CONCESSIONS TO DEVELOPING COUNTRIES UNDER THE EXIST!NG BERNE CONVENTIONS.
THE STOCKHOLM PROTOCOL AND THE PARIS REVISION°--Continued

CHART II.-REPRODUCTION RIGHTS--Continued

Existing Berne Conventions
(Rome, 1928 and Brussels,

198) Stockholm protocol (1967) Berne Paris Revision (1971)

Compulsory reproduction licenses termi- Compulsory reproduction licenses termi-
nate if authorized copies of the Work are nate if authorized copies of the Work are
published in the licensing State. [Protocol, distributed in the licensing State at a price
Art. I(cX'u.Ij reasonably related to that normally charged

in that State for comparable Works. IAp-
pendix, Art. 111(6).j

Copies made before termination may Copies made before termination may con-
ccntinue to be sold. Ipd.i tinue to be distributed "until their stock is

exhausted." Ild.l

CHART 111.-OTHER RESERVATIONS

A-BROADCASTING RIGHTS

Article 11 bis of the Rome Developed countries are bound by the Same as Stockholdm.* (See note 4.)
Convention guarantees the substance of Art. 11 bis of the Brussels
exclusive right of broadcast- text.
ing. However, all member
states are permitted to "reg-
ulate" this, right, subject to
the authorOs receiving "an
equitable remuneration"
wuich may be fixed by the
"competent authority" ab-
sent agreement.

Article 11 bis of the Brus-
sels Conventionmextends this
right to include'communica-
tion of the original broadcast
to the public by re-broadcast,
wire, loudspeaker or other
transmission. 'All member
states are permitted to regu-
late these rights subject'to
the same condition of remu-
neration.

NO CONCESSIONS Developing countries may restrict the No comparable provision.
right of communicating the broadcast to the
public to those communications "made .for
profit-making purposes." Developing coun-
tries may further regulate this rightsubject
to the condition of remuneration. (Protocol,
Art.l(d).l

B-DURATION OF PROTECTION

NO CONCESSIONS IProtocol, Art. I(a).l
Developing countries may limit the gen- tNo comparable provision.

eral duration of protection to the life of
the author and not less than twenty-five
years after his death; and the duration of
protection of cinematographic, anonymous
or pseudonymous works to not less than
twenty-five years after it has been made
available to the. public. IDeveloped.coun-
tries are bound to fifty year terms n each
case. Text, Art. 7(1)-(3).J

Developing countries may limit the term
of protection of photographic Works and
Works of applied art to not less than ten
years from the making of such Works.
ODeveloped countries are bound to protect

such works for not less than twenty-five
years from their making. Text, Art. 7(4).1
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COMPARISON OF CONCESSIONS TO DEVELOPING COJrbU IES UNDER THE EXISTING BERNE CONVENTIONS,
THE STOCKHOLMj PROTOCOL AN0 THE PARIS REVISION*-Coitinued

C-GENERAL RESERVATION

Existingj Btrne Convefitioni
(Rome, 1928 and Brussels,

1948) Stockholm protocol (1967) Berne Piris Revision (1971)

NO CONCESSIONS IProtocol, Art. (e).l
Developing- countries may ristrict the Not set forth as sepirate provision;

protection of all rights in any Work, "ex- howiver, see Charts I and 11 for effect of
clusivelyforteaching,studyandresearchin similar concessions on the interests of
all fields of education." authors and publishers of educational

A developing coutntry niaking such re- materials.
stricti6n must make "due provision" to
assure a compensation Which "conforms
to standards of payment made to national
authors.'! Payment and transmittal of such
compenition is subj&Et to national currency
regulations.

Copies published under such restric-
tions may be imported and sold for "teach-
ing, study and ,esearch purposes" in other
developing countries which have invoked
these restrictions aid do i6t prohibit such
importation and sale.

Importation. into developed countries is
prohibited-without-the agreement:of the
author or his successor.

Note (1); Neither the existing (1952) Universal Copyright Convention nor the Paris Revision of that Convention permits
free translation ten years after publication. Under Article V of both the existing Convention and the Paris Revision, alL
member countries may establish a system of compulsor licenses for the translation of works if, after the expiration of
seven years from first publication, a translation has not been published in the "national language" of (1952 Convention),
or a language "in general use nm'' (Paris revision) in, that State. The comnensetion due.for compulsory licenses under
Article YJs to be 'just and in conformity with] internatilonal standards." Article V ter of the Paris Revision of the Universal
Convention conce6es to developing countries the right to exercise compulsory translation licensing after only one or three
years from first publication, under conditions substantially identical to those of the Pars Revision of the Berne Convention.

Note (2): The existing U.C.C. does not specifically guarantee the exclusive right of reproduction. This matter is left to
the generality of Article I that each contracting state "undertakes ., provide for the adequate and effective protection of
the rights of authors and ... copyright proprietors ... ." Article ,V bis of the Paris Revision of the U.C.C. takes this
matter somewhat forward as it provides that "the rights referred to in Article I shall include ... the exclusive right to
authorize reproduction by any means." However, the significance of this step is weakened by the succeeding provisions of
Art. IV bis. "HoweJtr, any Contracting Sta,. may, by its domestic legislation, make exceptions that do not conflict with
the spirit and provisons of this Convention .. A..Any State whose legislation so provides, shall nevertheless accord a
reasonable degree of effective protection .... "

Note 3). Although the compulsory reprnd;ction license of the Universal Copyright Corvention specifically allows repro-
duction 'n audio-visual formin m the case of audio-visual works, printed works produced under compulsory licenie would
have to be reproduced "in tangible form ... from which [theyf can be read oi otherwise visually perceived." (Definition
of "Publicatirn", Art. VI.) A corresponding limitation does not appear in the Berne Conventions and the precise meaning
of "publication", particularly as regards reproduction in sound recorded form, is subject to vanriation among Union countries.
(Compare the scope of the compulsorytranslation license under the Paris Revision of Berne, which refers to "publication in
printed or analagous forms of reproduction ' [Appendix, Art. I(bXi)l, with that of the reproduction license, which refers
only to "reproduction and publication" [Appendix, Art. I(c)]. "Reproduction" is defined in Art. 9 of the raris Text of Berne
as including. ''any sound or visual recording.")

Note (4); The existing U.C.C. does not specifically guarantee the exclusive right of broadcasting. This matter is left to
the generality of Article I that each contracting state 'undertakes to provide for the adequd:a and effective protection of
the rights of authors and ... copyright proprietors .... " Article IV bis of the Panris Revision of the U.C.C. takes this
matter somewhat forward as it provides that "the rights referred to in Article I shall include . .. the exclusive right to
authorize . . . broadcasting." However, the significance of this step is weakened by the succeeding provisions of Art.
IV bit: "However, any Contracting State mna, by its domestic legislation, make exceptions that do not conflict with the
spirit and provisions of this Convention. .. . Any State whose legislation so provides, shall nevertheless accord a reason-
*able degree of effective protection ...

EXHIBIT B
DEPABTMENT OF STATE,

Washington, D.C., June 21, 1972.
Hon. J. W. . FULBEIoT,
Chairman, Committee on Forelgn Relations,
U.S. Senate; Washington, D.O.

DEAR MR. CHIAIRMAN: I am replying to your letter of June 7 in which you in-
quire on behalf of Mr. Raymond C. Bagel, Chairman of the Board of Crowell.
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Collier and MacMillan, Inc., about certain provisions contained in the Universal
Copyright Convention (UCC) as revised at Paris in July 1971. Representative
Fraser and Senator Case have also written us about Mr. Hagel's interest and I
have sent them similar replies.

The Executive Branch of the Government, along with the Copyright Office,
believes that ratification of the revised UCC is in the national interest. As we see
it, there are two basic question involved in Mr. Hagel's letter and the legal
presentation attached to it. The first is whether or not the U.S. should ratify
the revised convention, and the other is whether authors and publishers should
be compensated for any losses which might possibly occur under the provisions
in the revised convention which establish procedures for the translation and
reproduction of copyrighted works in developing countries.

I shall limit my comments to the first question. The second question raises the
issue of domestic compensatory legislation and falls more within the Congress'
area of competence than ours.

I have already stated that the Department supports ratification of the UCC.
It is our considered opinion that the revised convention is essential to the
maintenance of the international copyright system as we know it today.
Indeed, we believe that in certain respects, it may strengthen international copy-
right protection. At the same time, it will provide concrete evidence of the con-
cern of the United States for the legitimate needs of developing countries in the
field of education.

I believe it would.be helpful to provide you with some background on this mat-
ter. The revision of the UCC came about largely as a result of a crisis in inter-
national copyright protection which occurred in 1967. It was at this time that
the Stockholm Protocol, to which Mr. Hagel refers in his letter, was appended
to the Berne Copyright Convention as an integral part of that Convention. The
Berne Convention is the other major international copyright convention. While
the U.S. does not adhere to Berne, many countries belonging to the UCC also
adhere to Berne and the two conventions are closely related.

The developed countries party to the Berne Convention found themselves
unable to ratify the Stockholm Protocol. The developing countries, insisting that
formal recognition of their special needs was essential, threatened to withdraw
from Berne. Because of a special clause in the UCC, countries renouncing Berne
could not rely on the UCC for protection in other UCC-Berne countries. The
result of renunciation of Berne would have been the exodus of the developing
countries from both major copyright conventions and a virtual collapse of the
international copyright system as we know it today.

In the face of this situation. it was decided to revise both the Berne and Uni-
versal Copyright Conventions in such a way that both developed and-developing
countries could accept their terms. This was the compromise worked out in 1971
at the Diplomatic Conference. It was a compromise arrived at through careful
and lengthy negotiations in which over 60 countries participated or had observer
delegations, including virtually all the major developing and developed countries.
It should be noted that the fundamental U.S. negotiating position was worked
out prior to the Conference through numerous consultations with all the inter-
ested copyright groups in the United States. As a matter of fact, most of these
same groups were represented on the U.S. Delegation to the Conference.

The compromise does not "permit unauthorized and unlpaid use by 'developing'
nations for 'educational' purposes," as Mr. Hagel states. Rather, the revised UCO
provides for the issuance of compulsory licenses for the use of copyrighted
materials for educational purposes when such materials are not made available
by the copyright owners during varying time periods. and states that "due
provision shall he made at the national level to ensure" that compulsory licenses
provide for "just comnensation that is consistent with standards of royalties
normally operating in the two countries concerned."

The provision for compulsory licensing is by no means new, a provision for.
compilsory licensing for translntion rights has been contained in the Universal
Copyright Convention since its inception in 1955. As far as we are aware, not
one country has exercised the right to a compulsory license under that provision.
Rather, terms have been worked out between the parties involved without the
need for recourse to the treaty. It is quite possible that this will occur under
the revised treaty, should it go into force.

It is important to note that the developing countries have the option of not
adheringr to either the Universal Copyright Convention or the Berne Convention,
should these conventions not prove satisfactory to them. In such a case, they
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would also have the option of adopting national legislation which would pro-
'vide for the use of foreign works without any license or payment whatever or
with compulsory licensing provisions that might prove far more onerous than
those contained in the two revised conventions.

It is the State Department's belief that the revised UCC constitutes a fair
and just compromise and that failure on the part of the U.S. to ratify the con-
vention could presage a return to the previous state of chaos in the international
copyright field. Such a result would, of course, be detrimental to all interests
concerned and especially to U.S. authors and publishers whose works are so
widely used throughout the world.

In recognition of this fact, the Association of American Publishers, along with
many other major copyright groups, including the American Bar Association,
have firmly endorsed U.S. ratification of the UOC.

I hope this iuformation' will aid you in responding to Bir. Hagel. I have also
enclosed a chart prepared'by the Copyright Office which compares the provisions
for developing countries contained in the revised conventions to those contained
in the Stockholm Protocol. I believe this study will be of interest to you and
should be helpful if read in conjunction' with- the study prepared by Mr. Hagel's
attorneys. Please do not hesitate to contact me if I can be of any further
assistarice.

Sincerely yours,
DAvm A. AiBSHIIRE,

Assistant Secretary for Congressional Relations.
Enclosures.

COLUMNAR COMPARISON OF SPLCIAL PROVISIONS FOR DEVELOPING COUNTRIES IN THE STOCKHOLM PROTOCOL
AND THE PAR'S REVISIONS (1971) OF THE U.C.C. AND BERNE CONVENTIONS

PART .--CRITERIA; DURATION; TIME OF ELECTION

Stockholm protocol Paris revision of the U.C.C. Paris revision of Berne-.appendix

Criteria Art. l, preamble: "regarded as a Art. Vbis(l):sameastheStockholm Art. 1(1): same as the Stockholm
developing country in conformity with protocol. protocol; new member developing
the established practice of the General countries may invoke reservations.
Assembly of the United Nations."

Duration:10-yearinitialperiodunderart.t, Art. Vbis (2) and (3): renewable 10. Art. 1(2) and (3): same as U.C.C.
preamble, plus, under art. 3, right to ex- year periods until country becomes renewable 10-year periods until
tend period indefinitely until adherence developed; cutoff point at end of country becomes developed, cutoff
to new. act that prohibits reservations; current 10-year period or 3 years point at end of current 10-year,
but. under art. 4, cannot maintain reser- after country ceases to be a de- period or 3 years after country
vatiors if no longer regarded as a de- veloping one, whichever expires ceases to be a developing one,
veloping country-notification by direc- later. whichever expires later.
tor general and reservations cease 6
years thereafter.

Time of election: Art. I, preamble: upon Art. Vbis(1):at tle time of ratifica- Art. I(l): smeas U.C.C. atthetime of
ratification or accession. tion, acceptance, or accession, or ratification or accession, or at any

thereafter. time thereafter.

PART II.-TERM OF PROTECTION, GENERAL EXEMPTION FOR TEACHING, STUDY AND RESEARCH IN EDUCATION

Term of protection: Art. 7oftheconvention No special prov;3ion; under art. IV: No special provision; governed by
as modified by art. I(a) of the protocol: life plus 25 years, In general art. 7'of the contention: life plus
life plus 25 years, in general. 50 years, in general.

General education exemption: Art. I(e): Omitted complete!y ......... ... Omitted completely.
Broad reservation permitting limitations
on any economic right of authors for pur-
poses of "teaching, study and research"
in all fields of education, subject to com-
pensation that conforms to standards of
payment for national authors.

PART III: TRANSLATION RESERVATION

.Art. 1(b): 3-year period for all languages; Art. V of the U.C.C., as modified by Art. II and IV: general y same as
right ceases 10 years from Ist publlca. art. Vter: essentially 3H years for U.C.C.
tion unless exercised; no purpose restric- "world languages" and 15 years
tion; export permitted. for "nonworld languages"-pars.

(1) and (2); all languages subject
to "teaching, scholarship, or re.
search" restriction-par. (3); ex-
port prohibited, subject to excep-
tion for copies sent to nationals
In another country for teaching,
scholarship, or research and with-
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COLUMNAR COMPARISON OF SPECIAL PROVISIONS FOR DEVELOPING COUNTRIES IN THE STOCIHOLM PROTOCOL
AND TIlE PARIS REVISIONS (1971) OF THE U.C.C. AND' BERNE CONVENTIONS.-Continued

PART III: TRANSLATION RESERVATION-Continued

Stockholm protocol Paris revision of the U.C.C. Paris revision of Berne-appendix

out commercial purpose (transla-
tidTii in English; French; a'nd
Spanish may nc: in any case be
exported-par. ,(4). prohibition.
on export also bubject to exception
where printing within licensing
Sti te ot economically or practi-
cally feasible and under limita-
tions regardink place of printing,
whether printing lvIfcl, and
copies.must.bl refurned in bulk

Note: Alternaive to a]piy 16 yeartransli- to the license. . Note: Irrevocable choice between
tion reservation basedon Paris Act of .. Art. II reservation and 10 year
1896, subject to material reciprocit#. translation reservation based on

Paris Act of 1896, with no material
reciprocity; may elect latter when
developed, subject to material
reciprocity-art. V.

No statement required limiting distribution Copies i all,languages must bear Same as U.C.C., except no copyright
to licensing State; no copyright notice .statem nrit that they are only avail- notice required.
required. able for distribution in State.where

license .applies; retaining:.copi-
right notice must be giver'by li-
censee iforiginal work bore U.C.C.
notice-par. (4).

"Just compensation" for licenses during "Justfompensatiopthat isconsistent Same as U.C.C.
3- to 10-year period; no compensation with standards of royalties nor-
after 10 years If author failed to publish mally operating on licenses freely
translation. negotlated between persons in the

. _ 2 countries copcerned"-par. (5).Assurance of payment ind iiirnsmittal Assuranceoftransmittalof payment; Sa'mi asU.C.C.
subject to nationa! currency regulations. if national' currency regulations

intervene competent authority
shall make all efforts by use of
international machinery to insure
payment in internationally con.
vertible currency-par. (5).

Recapture exclusive right by publication of TerminateArt.-Vter license and fore- Recapture exclusive right at any time
translation within 10 years of first close further Art. Vter license,: if if authorized translation in same
publication. authorized translation in same language and with substantiallythe

language and with substantially same content is published at a
the same content is published at a price reasonably related to that
price reasonably related to that' normally charged for comparable
normally charged for comparable works.
works-par. (6).

Note: after 7 years, licensee is free
to seek new license governed
exclusively by art. V-pnar. (9) of
art. Vter: art. V license, available
to any national of contracting
State without recapture.

No comparable provision…...L...i.;...... License to tianslate a work published Same as U.C.C.
in.printed or analogous forms of
reproduction may be granted to
broadcasting organizations in
developing countries if made for
the purpose of broadcasting, with-
out any commercial purpose, and'
if sole purpie of broadcast is use
for teaching -or dissemination of
results of technical research, and
if broadcasts intended for recep-
tiop in same developing country-
par. (8).

No comparable provision. .:::-.- Under same conditions as above, Same as U.C.C,
license may also be granted to a
broadcasting orgahi7atibn for
translation of "any text incor-
porated in an audiovisual fixation
which was itself prepared and
published for the sole purpose of
being used in connection with
systematic instructional mate-
rials"-par. (8).
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COLUMNAR COMPARISON OF SPECIAL PROVISI,,.: -OR DEVELOPING COUNTRIES IN THE STOCKHOLM PROTOCOl.
AND THE PARIS REVISIONS (1971) OF THE U.C.C. AND BERNE CONVENTIONS.-Continued

PART IV: REPRODUCTION RESERVATION

Stockholm protocol Paris revision of the U.C.C. Paris revision of Berne-appendix

Art. 1(c): compulsory licensing system Art. Vquater: exclusive period 5 Art. III and IV: same as U.C.C.
after 10 years unless right exercised by years generally; exceptions-3
reproduction in original form in country years for works of the natural and
where license might be sought. physical sciences, including math-

ematics and of technology; 7 years
for works of fiction, poetry, drama
and music, and for art books; li-
cense available unless author-
ized copies generally distributed
in that State to public or in con-
nection with systematic instruc-
tional activities at price reasonably
related to that normally charged
in State for comparable works--
par. (1)

Compulsory license to reproduce and pub- License only for use in connection Same as U.C.C.
lish for "educational and cultural pur- with "systematic instructional
poses. activities".

"Just compensation" for compulsory li- Just compensation that is consistent Same as U.C.C,
censbs. with standards of royalties nor-

mally operating on licenses freely
negotiated between persons in the
two countries concerned-par. (2).

.Assurance of payment and transmittal sub- Assurance of transmittal or pay- Same as U.C.C.
ject to national currency regulations. ment; if national currency regula-

tions intervene, competent author-
ity shall m: e all efforts by use of
international machinery to insure
payment in internationally con-
vertible currency-par. (2).

zExport Dermitted ...... ...... Export prohibited as a rulpar. (I); Same as U.C.C,
however, printing abroad and sub-
sequent return of copies in bulk
perniitted if printing not possible
in licensing State due to lack of
physical facilities or economic ca-
paility. subject to limitations;
place of printing must be U.C.C. or
Berne country, and the printing
must be lawful in that country.

-:; umpaable provision... ......... Copies must bear notice stating Same as U.C.C.
available for distribution only in
State where license applies-par.
(2).

,License to reproduce "literary or artistic License to reproduce literary scien- Same as U.C.C. but with general
work." tific or artistic works that have reference to "works."

been published in "printed or
analogous forms cf reproduc-
tion"-par. (3).

.Recapture exclusive right by reproduction Recapture ex.lusive right by general Same as U.C.C.
and publication in country concerned. distribution to public or in con-

nection with systematic instruc-
tional activities at price reasonably
related to charge in State for com-
parable works if suhstantia;ly
same language and content as
edition published by licensee-
par. (2).

No comparable provision ................. Notice of copyright must be printed No comparable provision.
by licensee if the original work
bore U.C.C. notice-par. (2).

No comparable provision ................. License to reproduce audiovisual Same as U.C.C.
fixations and translation of accom-
panying text into language In
general use in the country con-
cerned if "prepared and published
for the sole intrinsic purpose of
being used in connection with
systematic instructional activi-
ties"-par. (3).

tLicense to reproduce work "in the original No compulsory license may issue to Same as U.S.C.
form in which it was created." reproduce translation not pub-

lished by the proprietor or under
his authority nor to reproduce
translation that is not in a language
that is in general use in State
issuing the license-par. (1).
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COLUMNAR COMPARISON OF SPECIAL PROVISIONS FOR DEVELOPING COUNTRIES IN THE STOCKHOLM
PROTOCOL AND THE PARIS REVISIONS (1971, OF THE U.C.C. AND BERNE CONVENTIONS.-Continued

PART V.-BROADCASTING RESERYATION

Stockholm protocol Paris revision of the U.C.C. Paris revision of Berne-appendix

Art. 1(d): Substitute for art. 1lbis(l) and- No special provisions for developing No special provisions for developing
(2) provisions thatessentially correspond countries, art IVbis expressly rec- countries, arL 11bis of the conven-
to the text of the 1928 Rome Convention onizes the right to broadcast tion.
on the broadcasting right: National legis- either in the original form or in any
lation may regulate conditions, i.e. estab- form recognizably derived from
lish compulsory licensing system the original; national legislation
throughout term of copyright; right of may make exceptions that do not
authorizing broadcast and communica- conflict with the spirit of the fun-
tion to public of broadcast if communica- damental right; must accord "rea-
tion for profitmaking purposes: licenses sonable degree of effective pro-
subject to payment of "equitable remun- tection."
eration."

EXHIBIT 0
LINDEN AND DEUTSCH,

New York, N.Y.

PARIS REVISIOx OF THE U.N"-ERSAL COPYRIGHT CONVENTION-A RESPONSE TO-
COMMENTS OF THE DEPARTMENT OF STATE

This statement is in response to comments of the Department of State received
in reply to our prior analysis of the Paris revision of the Universal Copyright
Convention. This response is limited to points directly made by the Department
in its letter of June 21, 1972 to Senator Fulbright. Additional points and ampli-
fications are raised in our prior analysis.

The Department of State correctly recognizes that our comments are directed
at two questions. The Department has declined to give any opinion on the second
of these, namely, whether Congress should provide a means for compensating
American authors and publishers who suffer financial injury by reason of the
concessions granted to developing countries under the revised Universal Copy-
right Convention. Indeed, the Department's letter does not appear to contradict
the likelihood of such injury, except to question the extent to which the develop-
ing countries will resort to the proposed compulsory licenses and to point to the
fact that such countries might unilaterally impose more burdensome conditions.
in their own copyright laws.

We shall return to both of these points below; at this point we would simply note
" Department's conclusion that "ratiffi"ti;i, of- the revised UCC is in the
ional interest" We do not share this view. If, however, after a full examination

the facts the Senate should decide to ratify the revised Convention, the Trade
Expansion Act of 1962 is ample precedent for Congress' obligation to compensate
those American citizens who will be injured in the interests of our foreign policy
goals.

The first question raised is whether the Senate should ratify the revised Con-
vention. Although the questions are distinct, the answers cannot be separated. We
do not believe that Congress shot Id decide whether to adopt a course of action
likely to cause economic injury to a class of American citiztns without considering
what devices are available to mitigate such injury.

The Department notes that "the Assoeiation of American Publishers, along
with many other major copyright groups, including the American Bar Associa-
tion, have firmly endorsed U.S. ratification of the UCC." We will concede that,
at the present time, our position against ratification appears to be a minority one.
it is shared, however, by several other publishers, We daresay that many of those
groups which have endorsed ratification have done so with insufficient censid-
eration of the potential impact of the revisions and might be disposed to mnidify
their position upon a full examination of the facts. We refer, in this connection,
to a recent article by counsel to'the Authors' League, a copy of which is enclosed,
entitled "Downgrading the Protection of International Copyright" in which Mr.
Karp in essence holds that the Paris Revision of the UCa is the same sellout of
authors and publishers as the notorious Stockholm Protocol. We would also' note
that it is one particular group, authors and publishers of educational materigls,
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who will suffer most of the adverse effects of the revised Convention and that the
viewpoints of this particular group have not been expressed publicly to date.

The chart prepared by the Copyright Office and included with the State Depart-
ment's reply to Senator Fulbright is not inconsistent with the study prepared by
our office. Both lead to the conclusion that the "improvements" of the Paris revi-
sion over the terms of the Stockholm Protocol are principally of a procedural
nature, subject to application, interpretation, and implementation by each devel-
oping country, So far as authors and publishers of textbooks and other educa-
tional material are concerned, any improvements are minimal or illusory. Exam-
ples illustrative of this conclusion are given in our initial analysis of the Paris
revision.

The Department's letter also points to the possible steps which may be taken
by developing countries if not granted the concessions embodied in the revised
UCC. We are not persuaded that the revision will not lead to substantially similar
results even within the framewvork of an international convention. Further-
more, a number of developing countries already are members -of either the Berne
or Universal Copyright Conventions and their willingness to take steps requir-
ing withdrawal from their existing Convention obligations is likely to be
tempered by political considerations. Even if that were not the case, we
cannot accept thecnotion that'we should allow ourselves to be blackmailed into
concessions injurous to the interests of American citizens. Foreign countries may
wish to expropriate the taagible properties of American citizens situated abroad,
but we have never consented to any prior, formal multinational legitimazation
of such practices because of threats that it will be done anyway.

The Department states that; based upon experience with Article V of the
existing UCC, it may be doubted that the compulsory licensing provisions will
be utilized. To begin with, the new translation license of the Paris revision
may become available sooner than is the case with the existing UCC provi-
sion; also, the concessions allowing foreign translation and manufacture facili-
tate use of the licenses. More significantly, perhaps, the compulsory license
provisions obviously do not have to be resorted to in order to have their adverse
effect. Their mere availability is sufficient to deprive international bargaining
of any semblance of free negotiation. Where the requestifig party may use a
refusal by an owner of rights as a vehicle to more lavorable-terms, it becomes
difficult for us to understand how "terms [can be] worked out between the parties
involved without the need for recourse to the treaty." It is equally difficult to un-
derstand the zeal with which the developing countries sought the compulsory
license provisions, and the piratical consequences the Department feels will
enure if such concessions are not granted, if the provisions are not to be used.

The Department states that the revised UCC does not permit unpaid use, but
requires that " 'due provision shall be made at the national level to ensure' that
compulsory licenses provide for 'just compensation that is consistent with stand-
ards of royalties normally operating in the two countries concerned.'" It ig
obvious that the "due-ness" of the provisions, the "just-iess" of the compensa-
tion and its "consistency" with prior standards are subject to varying inter-
pretations and considerations among each of the developing countries. It is
not unwarranted to assume that what developing countries may deem "just
compensation" to American authors and publishers will be less than a pittance.
Similarly, in the area of audio-visual works and similar materials of the new
educational technology, any pre-existing standards are illusory if not non-
existent; yet such materials require a great deal of investment of author and
publisher time, expense and effort. We reiterate our opinion that, in practice,
the compensation that actually would be paid under compulsory licensing can only
be described as negligibile.

The Department also states that ratification of the revised UCC "will pro-
vide concrete evidence of the concern of the United States for the legitimate needs
of developing countries in the field of education." These needs are valid. We
question, however, whether it is the function of a class of individual American
citizens to fulfill them upon terms imposed by an international. governmental
agreement. Would not governmental loans abroad or governmental purchases
under Constitutional guarantees and resale abroad or some similar means bie
more' appropriate? The "educational needs" of developing countries also include
schoolrooms, construction equipment, and instructional apparatus; to our, knowl-
edge, the producers-of such physical properties have not been asked to m.ake the
sacrifices now to be required of owners of intangible property-Amieric'n
authors and publishers.



250

Should Congress decide, for some reason we cannot now acknowledge, that the
fulfilling of "educational needs" is an individual function, there are the additional
questions of whether the revised UCC is properly constructed to meet that end
with adequate safeguards against appropriation of American property under
circumstances not legitimately related to such needs; and of why'the individuals
should not be compensated for injuries occasioned by their c6ntribution.

EXHIBIT D

[From Publishers Week.-, September 27, 1971]

DOWNGRADING THE PROTECTION OF INTEBRNATIONAL COPYIGiIT

(By Irwin Karp)

"Developed" and "developing" nations alike will want to study the diminished
degree of international copyright protection which is foreseen in reports of major
copyright revision conferences held in July in Paris.

Revised texts of the 1952 Universal Copyright Convention and Berne Con-
vention were adopted at conferences held in Paris from July 5 to July 24. The
purpose of the revisions, embodied in identical provisions of both new conven-
tions, is to allow "developing countries" to diminish copyright protection by grant-
ing compulsory licenses to translate and reproduce books and audio-visual mate-
rials without the copyright owners' consent.

The 1971 UCC becomes effective when ratified by 12 countries. It must be rati-
fied by the United States to apply to American works. Although the United
States could not accede to the new Paris (Berne) Act until- the 1909 Copyright
Act is e vised,, the Paris Act will not become effective until the United States,
France, Britain, and Spain agree to be bound by the i971 UCC. A United States
delegation participated in the UCC conference and sat as observerat the Berne
conference.

STOCKHOL~M PROTOCOL REVISrrED

The Paris conferences climaxed four years of maneuvering that began with the
Stockholm revision of the Berne Convention. At Stockholm, developing countries
argued that they must have "'freer access" to foreign copyrighted worlks than the
Berne Convention permitted, to improve their education and culture. "Developing
country," it should be noted, is an elastic term of formidable reach. It includes
countries truly in early stages of economic and cultural development, such as the
new African states. It also stretches to embrace Brazil, Yugoslavia; Israel, India,
and many other nations well enough developed to m aintaitn large armed forces,
extensive government bureaucracies, publishing industries, and other amenities
one ordinarily associates with "developed" countries. In fact, under the defni-
tions in both new conventions, a substantial majority of United Nations members
would qualify as developing countries, entitled to exercise compulsory licensing
privileges.

"Freer access" also is an elusive term. At times it seemed to mean an improve-
ment in communication- Jetween developing countriess and authors or publishers
in developed countries, so that voluntary licenses could be negotiated more easily.
Butultimately it connoted something more drastic, i.e., the privilege of translat-
ing or reproducing an author's work without his permission, or at a royalty lower
than he asked for a voluntary license he is willing to grant.

A NEW KIND OF "FREE ACCESS"

A nation outside the copyright conventions can give itself this kind of "free
access." It can, like the Soviet Union, allow its publishing houses, state or pri-
vately owned, to translate and publish foreign works without their authors'
consent. It need not pay any royalties; or it can fix whatever rate it chooses. And
like the USSR, it can make the royalties non-exportable when it chooses to allow
them. However, a country bound by a copyright convention carnot override
authors' rights so easily. It mustiprotect the works of other member countries
according to the standards of its corvention. If it wants to appropriate works in
violation of the standards, it must leave the convention. Or it can try to have
the convention amended, downgrading the standards of protection to the point
where it is free to adopt compulsory licensing, preferably while requiring other
countries to continue giving full protection to its authors.
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The developing countries of the Berne Union successfully employed this tactic
at Stockholm in 1967. The Stockholm Act made several changes in the.Berne
Convention, including the appending of a Protocol to the main text..TheProtocol
contained a set of exemptions permitting the developing countries to grant com-
pulsory translation and reproduction licenses, to "limit" the economic rights of
authors for purposes of teaching and study, and to make other encroachments
on the standards of protection required of member countries in the main text.
When the panic subsided, developed countries realized they almost had sur-
rendered too much of their authors' rights. They did not-ratify the Protocol, and
it never became applicable to their authors and publishers. The developing coun-
tries did not stalk out of Berne, or the UCC.

But talk of an exodus persisted; and developing-countries continued-to-a;-gue
for "freer access" to copyrighted works of developed countries. In 1969 a joint
UCC-Berne study group recommended the simultaneous revision of' both con-
ventions. And in 1970 revised texts were drafted for the Revision Conferences by
UCC and Berne committees, each consisting of several developing and developed
countries. The final draft texts were the result of two rounds of negotiations'and
preparation in which the developing and developed countries made concessions
and gave up riglits to reach a "delicate balance"-a compromise frequently re-
ferred -to at the .Paris conferences as "the package deal."

The developed countries expected that the draft texts would be-idopted'vith-,
out substantive changes by the conferences, since they were the result-of sub-
stantial compromises and thorough consideration. Their opening speeches empha-
sized the need for maintaining the "delicate balance" and not reopening the
"package deal." But developing countries reopened the "package deal"' and made
Changes, through amendments of the text anrd adoption of "interpretations" in
the Report.

Since the United States is a member of the UCC and not of Berne, and since the
same basic changes were made in both conventions, the discussion is keyed to
the 1971 UCC.

THE BERNE SAFEGUARD CLAUSE

Article XVII of the 1952 UCC and the Appendix Declaration prevented any
country belonging to both conventions from leaving Berne and relying on UCC
for protection, in other Eerne-UCC countries. Tile 1971 TJCC eliminates 'this
condition for developing countries, allowing them to leave Berne and retain UCC
protection in any other country belonging to both conventions.

REPRODUCTION, PERFORMANCE RIGHTS

Article I of the 1952 UCC requires member states to "provide.for the adequate
and effective protection of the rights of authors and other copyright proprietors."
It iemains unchanged in the 1971- text, and is supplemented by a new article, IT'
bi/, which states that the rights mentioned in Article I "include the basic rights
insuring the author's economic interests, including the exclusive right to author-
ize reproduction by any means, public performance and broadcasting."

While some observers see IV as upgrading the level of protection in-UCC, if is
doubtful that it adds much to the present obligation of Article I to provide "ade-
quate and effective protection of the r'ghts of authors." Moreover, Article IV bis
allows inember states to carve exceptions into these "exclusive" rights, declaring
that any state may "make exceptions that do not conflict with the spirit and pro-
visions of this Convention, to the rights" of reproduction, public performance
-and broadcasting, so long as a "reasonable degree of effective protection" is pro-
vided. This could cover a wide -range of exceptions which copyright experts in
other countries might devise, particularly since their courts will be the only effec-
tive forums for deciding whether the "exceptions"-they legislate comply with the
provisions of IV bis of the UCC.

DEFINITION OF DEVELOPINO COUNTRY

Article V bfe defines a developing country as one so regarded "iii conformity.
with the established practice of the U.N. General Assembly/." There is no explicit
practice, or list of developing countries. The U.N.'s Committee on Assessments has
eonsiderd -"developing pountries" as those with a per capita Income of $300 or
less. But the developing countries at Paris kfrongl; resisted the suggestion that
this or any other concrete criteria be approved by the two Conferences. From a
practical viewpoint, every country in both colrventilons mlny be'free to decide for

20-344-73-17
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itself whether it is a developing country. Practically every South American,
African, Middle Eastern, and Asian nation except Japan could qualify, as well
as some European countries.

A developing country which notifies the Director General of UNESCO that it
wishes to exercise the compulsory licensing provisions of the UCC may do so
for ten years after the Convention comes into force and may renew the privilege
for further ten-year periods.

THn PIESENT TRANSLATION 8ICENSR-

Article V of the 1952 UCC guarantees the author's exclusive right of transla-
tion of his work for seven- years following initial publication. Thereafter, if an
authorized translation has not appeared in any country's national language or
if the authorized translation is out of print, the country may grant its nationals
non-exclusive licenses to translate and publish the workl in its language. The
applicant must have requested and been denied authorization by the owner of
the translation right, or given notiWe to the publisher and designated diplomatic
officials or organizations, if the owner cannot be found. The Article applies to all.
members of the COnvention.

Article V iequires assurance of just.compensaton-, payment, and transmittal,
a correcttranslation, and the title and owner's name printedon every copy. Very
few- compulsory licenses have been granted under Article V, perhaps because of
the seven-year requireimeL.,

TEm NEW TRANSLATION LICENSE

Th'e 1971 uCC retains Article V, with a few insubstantial changos. But it also
adds a new Article V ter which permits developing, countries--for purposs-.of
"teaching, scholarships or research"-to grant compulsory licerses three years
.after publication, instead of seven, for translation into languages that are in
general use in developed countries;,and to grant,licenses one year after initial
publication for translation into languages not gen6rally used iv developed coun-
tries.. Thus, a -South America- developing country could grant a license to trans-
late-an American novel into Spanlsh three years after it was first published in
the United States, while-India could grant a license to translate.it intb-Kashmiri
or Bengali one year after publictation-if an authorized translation had not been
published in that languagef-or, if published, had gone out of print. These com--
pulsory licenses are subject to the conditions of Article V and additional condi-
tions of V ter, discussed below.

TE 'REPRODUCTION LICENSE

The 1971 UCC would -also permit developing countries to grant non-exclusive
compulsory licenses to reproduce, works for "use in connection with systematic
instructional activities." The license would permit reprinting of books.in their
original language and the reprinting of translation authorized by the owner,
provided the language -was in general use in the country granting the license.

The license can be granted if, within a specified period of time following initial
publication of an edition, the owner has dot distributed copies tin the country "to
the general public or in connection with systematic instructional activities at a
price reasonably related to that normally charged in the State for comparable
works .. ." The grace period for fiction, poetry, drama, music, and art books is-
seven years from publication; for scientific and technological books, three years;
and for others, five years. Reproduction licenses may also be granted if, during a
six-month period, no authorized copies are on sale to the:public or for systematic
instructional materials at a "reasonably related" price.

WOMBK 5BJU TO LICENE8S

Reproduction licenses under V quoter apply only to literary, scientific, or
artistic works published in printed or analogous form, and to those audio-visual
works, including incorporated text, which were prepared and published for the
sole purpose of being used in connectionwith systematic instructionalactivities.

Translation licenses under V ter apply to "wirtings" and- permit ''publica-
tion" of the translation. "Publication" means reproduction and distribution of
copies- which can be read -or otherwise 'visually perceived; ind,- acording to
Article I, of. the UC, -a "writing" is a separate category of *ork,distinct from
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'"mnusical, dramatic and cinematogruphic works, and paintings, engravings and
sculpture. ,However, licenses to translate works composed mainly of illustrations
may also authorize the reproduction of the illustrations, subject to the condi-
tions of V quater. The Conference agreed that the lyrics of songs were not sub-
ject to the translation license.

Article V ter also allows developing countries to license broadcasting orga-
nizations to translate published works for use in non-commercial broadcasts in-
teried for teaching or disseminating the results of research, or in recordings
used for such broadcasts; the license may also cover texts of audio-visual works
which were prepared for use in systematic instructional activities.

-Developinig countries which grant compulsory licenses are protected from re-
taliation. Thus no developed country can reduce the level of protection which
it is obliged to give to works from such developing countries.

CONDITIONS OF COMPULSORY LICENSES

Articles V ter and V quoter impose substantially similar conditions for the
granting of compulsory translation and reproduction licenses. The applicant for
thelicense inmst have requested and,been denied authorization by the owner of
the particular right, and must inform a designated information center of his re-
quest. If the owner cannot be found, copies of the license-application must be
sent to the publisher aind ait designated -information center. A translation license
cannot be granted until a further;six months (for 3-year licenses) or nine months
(for 1-year licenses) after the :applicant requests a license from the owner or
sends his application to the publisher. No'license can be granted if an authorized
translation- is publishedr during this period. There is a similar six-month grace
period for reproductionlicense but it it is concurrent. The grace period for trahis-

·latioii begins afteriexpiration of tb, one- or three-year period.
Translationfi nd reproduction licenses are not transferable; do "not exten ,to

'the export of, copies," -and aie "valid only for :publication, in the territory'? of
the licensing c{untry. Copies must beara notice that they are-for distrib)ution
only in the licensing state, the UCC copyright notice where required, the title,
-and the author's name.. Translations must be "correct," reproductions. u.ist be
"accurate."'

Duei provision must 'bemade "at. the-national level" to insure that licenses
provide "Just 'compensation" consistent with normal royalty standards for "freely
negotiated" licenses between persons of the two :countries, and payment and
transmittal. 'However, if currency. regulations interfere- (implying they may),
"all efforts" should be-made to insure transmittal in international, convertible
currency "or its equivalent."

TERMINATION OF COMPULSORBY.IUCNSES

A compulsory transiation 'lise und ter is terminated if a translation is
publishedl in the developing country iy the owner (or with his authorization)
with substantially the samne content as tile edition for which the license was
grnfited, at a price reasonably related to that hormally chaiged in the country
foi comparable works. A compulsory reproduction license is alko terminated by
distribution of authorized copies of the edition in the ioimntry, at "reasonably
ielated" prices, to the -4eneral public or in connection with systematic instruc-
tional activities. In eithier case any copies made before the license is terminated
can continue to be distributed. Translation ana d reproiluction licenses cannot be
granted when the authbr has withdrawn all copies from circulation.

These provisions were essentially the provisions of V ter and V quater, as set
forth in the draft-texts submitted to the UCC and Berne re-ision conference--
the "package-deal." However, the "package" was opened and its contents con-
siderably changed by adding fuither provisions to the text and by adopting
".terpretatoins" which could influence the application of the license provisions

as effectively as formal amendments. These are some of the changes.
(1) The right of translation-was extended to include bri6dcasting.

'(2)- While compulsory licenses to translate into languages in general use in
developing countries were only to be granted three years after publication. V teir
was amended at the conferences to permit a developing country 'to,,grant such
licenses after one year if all developed countries using the language agree. Thu.4,
'Brazil, by agreement, with Portugal, will be free to- translate, American novels
and& other works into Portuguese, Bra:zil's national language, one year (pies
ninemonths) after publication in the UTnited-States. Thl three-year limit caniiot
be reduced for-compulsory license translations into English, French, or Spanihi.
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HOW BROAD 'I "SCHOLAISHIPS"?

(3) The one- and three-year compulsory translation licenses were supposed to
be used, according to V ter, "only for the purpose of teaching, scholarship or
research." However, the Report of the UCC conference states that "scholarship"
refers not only to instructional activities in schools and colleges "but also to a
wide range of organized edacational activities intended for participation at any
age level and devoted to the study of Any subject." Delegates from developing
countries made it clear that they understood the area of use to be extremely
broad, and that it included the sale of copies to the public. Similarly, the com-
pulsory reproduction license, according to V quater, was supposed to be used
for the publication of editions "for use in connection with systematic instruc-
tional activities." However, the Report states that "this term is intended to
include not only activities in connection with the formal and informal curriculum
of an educational institution, but also systematic out-of-school education." And
some delegates again indicated their view that sale of copies to the public was
permitted. Discussion at the conference reflected broad, loose interpretation of
educational and instructional activities that could easily encompass the transla-
tion or reproduction-and general sale-of, novels and other trade books on op-
tional reading lists of schools, adult education centers, radio or teievision lecture
series, correspondence courses, and the like. Some delegates indclateo their belief
.that any use that promoted "culture" served an educational pur~ise.

(4)l A basic premise of the "package deal" was that copies produced under
'compulsory licenses could not be expected; and licenses were to be "valid only
'forh publication in the territory" of the developing country which grants the
license. Howevrer, ,the developing countries succeeded in amending V ter to
allow a licensing country to export copies of translations produced under com-
pulsory license, in any language except French, English or Spanish, to its na-
tionals in other countries, for "teaching, scholarship or research."

(5) A fundamental question is whether the holder of a compulsory license can
have the copies printed in another country. If a developing South American,
African or Asian country grants one of its nationals a license to translate or
reproduce an American biography, novel of textbook, may he have the edition
printed in Taiwan, or East Germany, or Czechoslovakia? May he hire a translator
in another country? And may nationals of several countries, all granted com-
pulsory licenses for the same American work, use the same translator and have
their copies produced abroad by the same printer? Developing countries strongly
resisted an explicit requirement that printing be done in the country granting
the compulsory license. They argued that some countries did not have the facil-
ities to print translations or reproductions.

It was also argued, incorrectly, that this imposed a "manufacturing clause."
But the manufacturing clause requires an American author to print his books in
the U.S. as a condition for securing U.S. copyright. The printing limit proposed
by Argentina and Great Britain was a limit on developing countries that grant
compulsory licenses, to protect the author against an expanded use of those li-
censes. The limit would not restrict the author's right to have his book printed
where he chooses. It he grants a voluntary license to a publisher in a developing
country, the limit would not apply.

Actually, the limitation was already inherent in the provisions of V ter ahd
V quater which prohibited the export of copies made under compulsory licenses
and prescribed that the licenses "be valid only for publication" in the licensing
country. Article VI of the UCC defines "publication" as "the reproduction in
tangible form and distribution-to the public of copies of a work,. ."

After much discussion, a formal "interpretation" of Articles V ter and quater,
and the corresponding Articles in the Berne Convention, was prepared by a joint
drafting committee of Berne and UCC countries for insertion in the reports of
both conferences. The interpretation has essentially the same effect as an amend-
ment of the texts. It declares that the provisions prohibiting "export" of copies
and making compulsory licenses "valid only for publication" in the country grant-
ing the license "are considered as prohibiting a licensee from having copies re-
produced outside" that country. However, it then declares that the prohibition
does not apply where the licensing state does not have printing or reproduction
facilities, or its facilities "are incapable for economic or practical reasons of
reproducing the copies"; -the copies are reproduced in a Berne or UCC country;
they are returned in bulk to the licensee; the reproduction is lawful where done;
and It Is not done in a plant especially created for reproducing works covered
by- compulsory licenses The interpretation also states that V ter and V quater
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do not prohibit a ecmpulsory licensee from employing a foreign translator, or
several licensees in different countries from using the same unpublished trans-
lation. The interpretation states that no compulsory license should be used for
commercial purposes.

EFFECT ON AUTHORS' RIGHTS

How adversely these last minute changes will affect authors' rights needs more
careful consideration that the delegates could give, and a better knowledge of
publishing than many of them possessed The chairman of the Conference, in his
closing remarks,-observed that the system of compulsory licenses would not satisfy
'"the world of authors" in the developed and developing countries. He hoped that
compulsory licenses would be an exception, as they had been since 1952. And a
principal reassurance offered authors by the architects of the 1971 revisions is
that few licenses will be issued. But if that is so, then there is no need to adopt
these new provisions which sharply downgrade the level of protection in UCC
and Berne. A more realistic forecast may be a substantial increase in compulsory
licenses: because-the-time period for translations is reduced from seven years
to. one year, or three years; because compulsory reproduction licenses are ex-
pressly sanctioned; and because the last minute changes on !'outside" translation
and-printing make compulsory licenses cheap and easy to use.

WHY AUTHORS ARE UNHAPPY

Some architects of the 1971 revisions assume it contains reasonable safe-
guards for authors. But, as the chairman noted, their views are not likely to
satisfy ,he "world of authors," and with good reason. First, the architects cite
the "liminted" purpose of compulsory licenses. But "education," "scholarship"
and. "systematic instructional activities" have been broadly interpreted in the
Report, and by delegates from -several developing countries, so there is no real
obstacle to the compulsory translation or reproduction of books for sale, in
large .part, to a general reading audience. Moreover, there is no practical
way for an author to stop the improper issualice or misuse of a license.

Second, the architects assume that authors and publishers can prevent com-
pulsory translation licenses by having authorized translations published But
translations cost money to prepare and to publish. And they must be keItt in
print, since a six-month lapse would still open the door for compulsory 11-
censing. Actually few authors or publishers could afford the expenises of issuing
translations of a book into several languages as insurance against compulsory
licenses. They need some hope of an audience, and market, for the transla-
tion; and it is precisely that which the compulsory license system may dery
them. The architects also suggest that authors can prevent compulsory licenses
by issuing a translation in the six- or nine-month grace period after the re-
quest for a license is received. But even assuming translations could be made and
published so quickly, this is totally unrealistic. The applicant is not obliged to
exercise his compulsory license within a specified time, or to use it at all. Once
he gets it, he can just sit with it. Therefore, an author or publisher could not
know whether he was spending money for a translation to defeat a compulsory
license that never would be used. Furthermore, while publication of an au-
thorized translation, anywhere, would prevent a compulsory translation license
for that language, it exposes the translation to a compulsory reproduction
license.

If the 1971 UCC comes into effect, American authors and publishers will be
faced with these problems for the thousands of works already in print that
have not been translated into French, Spanish, Portuguese, or other languages
used in developing countries.

CAN AUTHORS PROTECT THEMSELVES?

Third, the architects assume that authors can protect themselves against
compulsory reproduction licenses, and terminate translation and ,reproduction
licenses that have been granted, by distributing copies of an authorized edition
in the developing country which issued the license. But this requires not only
distribution, but- distribution at a "price reasonably related" to the price "nor-
mally" charged there "for comparable works." Finding a distributor in some
countries can itself be a problem. Finding one who will sell an authorized edi-
tion in competition with the compulsory-license editioi: may be more of a
problem; even when the license terminates, the backlog can be sold off. The'
difficulties may multiply where the developing country owns or controls its
publishing facilities. Will a state-owned publishing house distribute the author's
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authorized edition if that termlnates.its compulsory license to issue the work, or
prevents it from obtaining a compulsory reproduction license at a low royalty?
Even if theauthor-or publisher can find a distributor, can their authorized edi-
tion meet the second requirement; can it be sold at a "price reasonably related to
that normally charged" for comparable works, if the comparable works are sold
at a narrow mark-up, or at cost, or below cost, by a state-owned or subsidized
publisher, or acquiied cheaply (or free) from a foreign state under the "outside
printing" interpretation?

Fourth, the architects note that a compulsory license cannot be granted until
the owner's authorization has been requested and denied. But what choices face
the author or publisher who receives a request for authorization to translate
or reproduce a work? As noted, -he cannot afford to rush a translation into'
print each time. He, can. accept, reject, or bargain for better terms than the
applicant offers. If the royalty offered him is unsatisfactory, his chances of
increasing it by bargaining are as slight as his bargaining power. He is under
the gun. If he rejects the royalty offered him, the applicant will receive a com-
pulsory license, with the royalty rate fixed by authorities in the developing
country. And with this alternative, it is unlikely that those requesting his
authorization will offer him generous terms.

No minimum royalty is specified in the 1971 UCC. It requires only that com-
pensation be "consistent with standards of royalties normally operating In the
case of licenses freely negotiated between persons in the two countries con-
cerned." If the author is not satisfied with the rate fixed by the authorities of
the developing country, under this broad mandate, he could challenge it only in
the courts of the developing country. In fact, all objections to the issuance of
licenses wond have to be made there. That requires a considerable investment for
every license, with not too promising a chance of success. The i971 UCO pro-
vides no other forum for authors or publishers aggrieved by their treatment in
developing countries.

Even allowing for a substantial discounting of these possible dangers, a com-
pulsory licensing system is a dismal prospect for the "world of authors" in
developed and developing countries. It becomes more dismal if several develop-
ing countries can issue compulsory licenses for the same work, use on transla-
tor to translate if, and have the translation printed in quantity in one plant in
another country; or have a large 'quantity of copies run off in the plant under
reproduction licenses issued by all of them. Mass production is possible. And
compulsory licensing becomes an even more attractive alternative to voluntary
arrangements between the author and developing countries that want to use
his work. It also offers some developed countries an inexpensive means of ex-
tending aid to unuderdeveloped countries, i.e. printing cheap, mass paperback
editions of books by authors from other developed countries. Under the "outside
printing" interpretation, each developing country will decide whether its own
printing facilities "are incapable for economic reasons of reproducing the copies"
of foreign works for which it issues compulsory licenses.

As the chairman of the UCC conference suggested, compulsory licensing should
not be the ordinay means of providing for publication in developing countries.
It should be the rare exception, used only where voluntary negotiations connot
secure for a developing country the right to publish a book it truly needs for
educational purposes, and thenv with fair compensation for the author. Auth.ors
are entitled to ask for a rigorous analysis of the complsory licensing system
are entitled to ask for a rigorous analysis of the compulsory licensing system
created at both Paris conferences, in the texts and by the interpretations, to
determine whether it is likely to produce only a few compulsory licenses or to
encourage their use as a fundamental means of acquiring translation and pub.
lishing rights. For if the latter result develops, authors will, in effect, be com-
pelled to subsidize "developing" countries, including some well able to pay normal
royalties. This is a sacrifice not asked of manufacturers of soft drinks, in-
dustrial equipment, automobiles or other products--including those purchased by
developing countries for the construction or operation of schools. Nor is it a
sacrifice likely to be asked of translators} who will translateunder compul-
sory licenses, or publishers who will be granted those licenses in developing
countries. If subsidies are required to aid education in developing countries,
they would more appropriately come from the governments of developed coun-
tries, including funds to pay royalties on copies translated or reproduced in
developing countries under voluntary licenses.

Ultimately the Senate will have to decide if the United States ratifies the 1971
UCO. If it-does not, the United- States woifd remain a party to the 1962 UCC,
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and the new compulsor: licensing provisions would not apply to American works.
Moreover, the Paris Act of the Berne Convention would not become effective. De-
veloping countries might leave Berne or the UCO. They would then be free to
insitiite onipulsol ',licensing systems of their own devising, or deny any protec-
tioni to foreign works. But their works would not be entitled, under the Conven-
tions, to protection in other countries. Retaliation in-the long run, if not the
short, might persuade them to remain in the UCC or rejoin it.

Ratification would freeze a compulsory license system into both Berne and
TUCC for decades to come,,available to a majority of the members of the U.N.
for an unpredictable period of time. When, for example, will Brazil or Yugo-
slavia or India decide they have become developed ccuntries? If Brazil or-Yugo-
slavia or Israel are still developing'countries, how long will it take -for less
developed developing countries to become developed? These are some of the
questions left unanswered by the Paris Conferences. And in the shadow of
these questions, a careful analysis of the effects and consequences of the two
new conventions is imperative, before the Senate decides what action the United
States shoild':take.

Mr. BRxENAN. The Educational Media Producers Council. The
witnesses aire ir. Otterman, David Engler, and Robert Frase.

STATEMENT OF LLOYD OTTERMAN, CHAIRMAN OF THE EDUCA-
TIONAL 1AT.Td PRODUCERS COUNCIL ANID VICE PRESIDENT OF
BFA EDUCATIONWAL dE))TA; ACCOMPAXIED BY DAVID ENGLER,
CHAIRM , COPYRIG¥HT COM1reTT; AND BOBERT FEASE,
CONSULTANT

Mr. OTTEmRA. Mr., Chairman, my name is Lloyd Otterman and I
am chairman of the Educational Media Producers Council (EMPC)
and vice president of BFA Educational !fedis:. I am appearing here
today on-behalf of EMPC and with me are David Engler, chairman of
the EIMPC Copyright Committee and Robert W. Frase, economist and
consultant bn copyright to EMPC.

We have submitted formal testimony to this subcommittee. I ask
now that it be included into the record.

Senator BuRIaom. Without objection, it will be included.
Mr. OTIRmAN,. I will- be highlighting those formal remarks in an

effort to meet the time constraints we have here today.
We are here to give you our-views on S. 1361, and specifically on the

issues involved in the educational use of copyrighted audiovisual mate-
rials. We support the bill as introduced and oppose amendments which
would weaken the protection provided in the bill to those materials.'

Let me sketch briefly the economics of producing audiovisual mate-
rials for eduication. This background will be helpful in understanding
the importance of appropriate copyright protection in order to in-
sure the continued development of high quality materials for educa-
tional use.

EMPC has some 70 members who produce audiovisual materials
for use in schools and libraries--materials such as motion pictures,
filmstrips, slides, transparencies, and sound recording. WVe estimate
that our members prcduce 80 percent of these educational audiovisual
materials.

In 1972 total sales of educational audiovisual materials amounted to
$215 million, produced by some 200 companies; thus the industry is
clearly one of active competition among quite small firms.

These materials;are designed foi instructional purposes, and have
no market among consumers in general or for general entertainment.
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Because of the way in which audiovisual materials are used in the
educational process, the number of copies produced is quite limited.
As compared with textbooks, for example, which are generally pro-
vided one to a student, one or two copies of a 16-millimeter educational
film may serve an entire school system of moderate size; and a single
copy of a filmstrip will serve an entire school. A typical audiovisual
product will customarily sell in the hundred. or low thousands over
5 to 10 years, as compared' with tens or hundreds of thousands of text-
book,.. Thus the initial investment in editorial work and production,
which- costs as much for one copy as for thousands, is spread over a
relatively limited number of copies. In addition to the substantial
initial investments necessary to the production of quality materials
there must be added carrying costs for the considerable period:-of time
over which sales are made. T.he cVmbination of these fa,2t.: small
editions and sales over an extended period-means tlhat iii - .. rized
duplication of copies has r.iuch greater impact -n the e. ,omit via-
bility of these products than on some other types ot ducational
-materials.

The U.S. Office of Education has granted millions of dollars over
the years to educational research laboratories for developing more
effective teaching methods and i. ,~terials. Many good products were
developed, but far too few were disseminated to the educational com-
munity. Whye Because policies were not developed which allowed
companies with marketing expertise to distribute the materials under
the protection of copyright. However, recently, USOE revised its
policy and provided copyright protection. Now the educational com-
munity receives the benefit of the Federal research and development
effort.

I think this points out very clearly the need to.provide incentives
for the production of materials and the need to protect the rights of
the copyright holders. The federally funded materials, which under
the noncopyright policy were developed and not marketed are now
being used by students--because of the incentives given producers to
manufacture and distribute the materials. We note that S: 1361 recog-
nizes these realities.

WeV believe'that S. 1361 is a good bill and will provide the necessary
incentives to the continued production of quality audiovisual mate-
rials for use in the educational system.

WVe commend the subcommittee in particular for its proposals with
respect to fair use and here we have specific reference to section 107
of the bill.

We are nleased that the principal professional organizations of
educators directly concerned with the use of audiovisual materials
in the educational process, composed of 8.000 members directly con-
cerned with it, has also recently come out in support of section 107
of the bill and in qpposition to the so-called educational exemption.

I have here their formal testimony submitted to me this morning.
I am- reading from page 7, paragraph 2,

Although the AECT's position differs from that of the Ad Hoc Coinniittee
on the need for general education exemption, we continue to remain a member
of that group.

The-statement issued by the executive committee of the Association
for Educational Communications and Technology, which is an affiliate
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of the National Education Association, given on May 31, 1973, is
contained in attachment A. I ask now that that statement be placed
in the record at this point.

Senator BUIrDICK. Without objection.
[The statement referred to follows:]

(Attachnment A)

COPYRIGHT LAW REVISiON: A PosrrIoN PAPEB

The members of the Association for Educational Communications and Tech-
nology (AECT) believe that technology is an integral part of the teaching-
learning process and helps to maximize the outcomes of interaction between
teacher and pupil.

Regulations governing Uniled States Copyright were originally developed to
promote the public welfare and encourage authorship by giving authors certain
controls over their work. It follows that revisions in Title 17 of the United
States Code (Copyrights) should maintain the balance providing for the com-
pensation of authors and insuring that information remains available to the
public Some-of the revisions -proposed in S. 1361 lose sight of tliis balance
between user and producer.

AECT endorses the criteria to be used in the determination of "fair use" as
contained in Section 107 of the proposed bill:

,Section 107.-Limitations on exclusive rights: Fair use . . .the fair use of a
copyrighted work, including such use by reproduction in copies or phonorecords
or by ally other means specified by (Section 106], for purposes such as criticism,
comment, news-reporting, teaching, scholarship, or research, is not an infringe-
ment of copyright. In determining whether the use made of a work in any
particular case is a fair use the factors to be considered shall include:

(1) The purpose and character of the use;
(2) The nature of the copyrighted worlk;
(3) The amount and substantiality of the portion used in relation to

the copyrighted work as a whole; and
(4) The effect of the use upon the potential market for or value of the

copyrighted work.
Further, we endorse the concepts regarding the intent of these criteria as ex-
panded in the legislative history of the bill as it existed prior to and without
regard to the original opirnion in the case of Williams and Wilkins v. U;S., for'
that opinion substantially narrows the scope of "fair use" and irreparably
weakens that doctrine..

However, we propose that the concept of "fair use" should apply equally to
the classroom teacher and inedia professional-Including specialists in audiovis-
ual and library resources. Media personnel are becoming increasingly important
members of educational planning teams and must have the assurance that they
may assist classroom teachers in the selection of daily instructional materials
as well as with long range curriculum development. Classroom teachers do not
always operate "individually and at [their] own volition." The fact that the
media professional makes use of advance planning and has knowledge afore-
thought of the materials he prepares for the teacher should not invalidate the
application of the "fair use" principle.

Concerning the use of copyrighted works in conjunction with television,
AECT proposes that "fair use," as it has been outlined above, should apply to
educational/instructional broadcast or closed-circuit transmission in a non-,
profit educational, institution, but not to commercial broadcasting.

Once the doctrine of "fair use" has been established in the revised law, negotia-
tions should be conducted between the proprietor and user pr.or to any use of
copyrighted materials that goes beyond that doctrine. We believe that the enact-
ment of the "fair use" concept into law prior to negotiations ,11 guard against
the erosion of that concept. Generally, a reasonable fee should-be paid for uses
that go beyond "fair'use," but such fee arrangement should not delay or impede
the, use of the materials. Producers are urged to give free access (no-cost con-
tracts) whenever possible.

We agree with the Ad Hoc Committee of Educational Organizations and
,Institutions on Copyright Law Revision that duration of copyright should
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provide for an initial period:of twenty-eight years, followed by a renewal period
of forty-eight years, whereas the proposed bill sets, duration at the "life of
the author plus fifty years." It seems reasonable that provision should be made
to permit those materials which-the copyright holder has no interestin protecting
after the initial period to pass into the public domain.

Regarding the input of copyrighted-materials into-computers or other storage
devices by non-profit educational institutions, we agree with the Ad Hoc Com-
mittee that the bill should clearly state that until the proposed National
Commission on New Technological Uses of Copyrighted Works has completed
its study, such input-should not be considered infringement. The proposed bill
states only that "... [Section 117] does not afford to the owner of copyright
in a' work any great' r or lesser rights with respect to the use of the work in
conjunr.ction with any iniilar device, machine, or process ... "

A new copyright Lw that both uses- and producers can view as equitable
depends upon the mi ual understanding of each other's needs and the ability to
effectively work out the differences. We will participate in the continuing
dialogue with the Educational Media Producers Council and finmilar interest
groups to establish muitually acceptable guidelines regarding the boundaries of
"fair use," and reasonable fees to be 'paid for uses beyond "fair use." This
dialogue Will be espeically- important-in the area 'of storage, retrieval, and/or
tr..nsmission of materials during the time period betweenwthe e actment of the
law and the issuance of the report of the proposed National Con. .,' -sion on New
Technological Uses of Copyrighted Works.

We feel that the above modifications of S. 1361 are needed co insure that
the revised law assists rather than hinders teachers and media specialists in
their work.

Mr. O¶'rRHrAN. Some of the statements made by the AECT which
we wish to share with you follow:

AECT endorses the criteria to be used in the detremination of "fair use" as
contained in Section 107 of the pronosed bill. And I am quoting from their
statement here.

Once the doctrine of "fair use" aas been established in the revised law,
inegotiations should be conducted between the proprietor and user prior to any
use of copyrighted materials that goes beyond that doctrine.

A new copyright law that both users and producers can view as equitable
depends upon the mutual understanding of each other's needs and the ability
to effectively work out the differences. We will participate in the continuing
dialogue with the Educational Media Producers Council and similar Interest
groups to establish mutually acceptable guidelines regarding the boundaries
of "fair use" and reasonable fees to be paid for uses beyond "fair use."

EMTPC has not only been conducting a dialog -with AECT but has
taken the initiative in setting up a series of meetings with other-educa-
tional organizations--region allly and nationally-to discuss mutual
problems relating to copyright. We believe that these discussions have
been helpful not only in clarifying general principles but in dealing
with specific problems as well. On our part we pledge to continue
these discussions-both before and after any revision of the copyright
law.

At the time that this- testimony was prepared we were unelear-
in light of the positions taken by AECT and other groups (such as
the Music Educators National Conference and the National Music
Council)--as to whether a broad educational exemption, to be added
to the bill as it now stands, would be proposed by one or more organi-
zations. Well we heard the ad hoc committee testimony this afternoon.
Their language, in our view, provides far more than a limited exemp-
tion. Among'other things it 'would authorize use for noncommercial'
teaching scholhirship and research not only of brief excerpts from
copyrighted works but also of the whole of- short literary, pictorial
and grapihic works.

The concept of brief excerpts-which are not substantial in length
in ,proportion to their source-is very difficult to pin down as applied
to educational A-V materials. A half hour educational film; for ex-
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ample, may be built around an exceedingly :difficult photographic
sequence which may :take months of work to capture, but may in the
final product only take up a minute or two of time of the film. To per-
mit this minute or two to be reproduced freely under the proposed
exemption would very likely destroy the economic availability of
such a film.

Further, the concept of exempting use of the whole of short, literary,
pictorial and' graphic works presents difficulties equally great in rela-
tion to audiovisual materials. For example, is a short filmstrip a short
work ? If so, it would very largely destroy the entire market for short
filmstrips.

We trust that this subcommittee will not accept the idea of an edu-
cational exemption, if such an' exemption should continue to be pressed
by one or more organizations. The position taken by AECT indicates
that as far as educational audiovisual materials are- concerned, such
an exemption has no educational rationale. To the extent that school
systems wish to reproduce educational audiovisual materials in whole
or in part beyond the limits-of fair use, our members stand ready to
discuss licensing arrangements which will permit authorized repro-
duction. Modern methods of reproduction for many types of audio-
visual materials are such as to make such reproduction in whole or in
part attractive'to some school systems and our nt bers have already
entered into such licensing arrangements. In fact. only recently on
June 18-19, 1973, we sponsored jointly with the Information Industry
Association a conference in Washington on the licensing of copy-
righted materials.

In summary, let us repeat that we think that S. 1361 is a good and
workable bill, from the point of view of both the creators and the users
of educational audiovisual materials.

We appreciate this opportunity.to appear before your subcommittee.
My colleagues and I will be glad to elaborate on an) points in our
testimony which the members of the subcommittee may wish to explore
further.

Senator BuRDICK. Thank you very much for your statement.
Mfr. ENOLER. Mr. Chairman. I wonder if I might take a moment to

respond to a question that Senator McClellan raised a little while ago
when he wondered what the publishers might think of the ad hoc
committee's contention that the proposed educational exemption would
help the growth of the audiovisual materials industry?

I would like to respond by first pointing out that the 10;8 percent
annual growth cited by Dr. Wigran is indeed a healthy growth rate
and is one that we enjoy because we have copyright protection. We
-think it vital to the public interest that any revision of the copyright
law maintain that protection. We are convinced that the ad hoc com-
mittee's proposed educational exemption would deal a; severe blow to
this young and growing industry.

I might point out that this small industry's -total revenue of $214
million represents less than one-half of one percent of the total dollars
spent on education in this Nation. And I might also point out that
ainong the 200-6dtddcompanies in this induistry there are only a hand-
ful on the' Fortune 500 list. The overwhelming majority are small
Businesses that do not have the resources to-sustain the potential impact
of the sweeping exemptions called for by the ad hoc committee.

We are convinced thatssuch an exemption would inevitably lead to
a serious reduction in the quality and quantity and variety of audio-
visual materials available to sttldellts anA,teachers.
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;SenatoirJvnRDIc. Thank you.
'[The .atement of Mr. Lloyd Otteoan in full follows:]

ICOPYRIGHT AND AUDIO-VISUAL MEDIA

My same is Lloyd Otterman and I am Chairman of the Educational Media
Producers Council (EMPC) and Vice President of BFA Educational Media. I am
appearing here today on behalf of EIPC and with me are David Engler, Chair-
man of the EMIPC Copyright Committee and Robert W. Frase, economist and
consultant on copyright to EIPOC.

We are here to give you our views on S. 1361, the general copyright revision
bill, and specifically on the issues involved in the educational use of copyrighted
audio-visual materials. Wve support the bill as introduced and oppose amend-
ments which. would weaken the protection provided in the bill to audio-visual
materials.

Before dealing specifically with the bill itself, I should like to sketch briefly thle
economics of producing audio-visual materials for education. This .background
will be helpful to ,the subcommittee in understanding the importance of appro-
·priate copyright protection in order to ensure the continued development of
high quality materials for educational use.

TIHE EDUCATIONAL AUDiO-VISUAL MATERIALS INDUSTRY

Tl I Educational Media Producers Council (EMPC) is an organization within
the * ational Audio-Visual Association made up of approximately 70 producers
of auulo-vlsual materials for use in schools and libraries. Our membership con-
sists primarily of the creators of these materials, who are engaged in the various
activities necessary to produce r.nd market such-audio-visual materials.

The companies belonging to our Council produce such items as motion picture
films, filmstrips, slides, transparencies, and sound recordings. We estimate that
our members account for approximately-80% of the annual production of these
principal types of audio-visual materials for use in American education.

In 1972 total sales of educational audio-visual materials amounted to $215,-
000,000. This'volume was produced by some 200 companies: and thus the industry
is clearly one of active competition among quite small firms as comparedto -the
great majority of industries serving a nationwide market.

"The relative volume of the various products sold in 1972 is shown in the follow-
ing table:

1972 Sales of Educational A-V Materials
(Millions)

Predominantly materials acquired by school districts and film libraries:
16mm (black and .white) films- .------- ___------------------------ $6. 6
16mm (color) films -..... _____.. ..........._--------------------- 47.4

Subtotal ----- _ ---------- _----------------- ---- ------_-------- 54.,0
Predominantly materials acquired for use and shortage in individual

schools:
8mm films (silent) .-------------------------------__ 9. 5
8mm films (sound) -___.6....... ---______ :..__.-__----_ ....---_- .. 6
Filmstrips (silent) ---- 1--_--_._--------------_--- . .._-- _.. 18. 0
Filmstrips with records- .-.. ..----. .. .......................... .24. 5
Filinstrips with cassettes… ------ _ .......... 17. 7
Overheads .------------___________________________________ 10.6
Slides .----------____________________--___________ 2.6
Records ed-_.______________________----- 8.0
Recorded tapes:

Reel-to-reel ------- .. __ ---------------____-----__________ 2.9
Cassette -------------------------- 18. 0

Slnudy Prints___............ .............. . 9. 8
MultUmnfedla kits

A-V oriented_ _ -----... . . . ....- __........_ 14.-9
Print-oriented 12.3

Games, manipulatives & realia..____---------------- _ ------_ 11. 3

Subtotal ..-- -..-- -.-----.-----------.-------- .10.7

Grand total ------------- ........----- ----- 214;7
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It will'be noted this list of products is' divided into two principal categories:
16 millimeter educational films, which are comparatively lengthy and more expen-
sive and thus are bought by school district film libraries, stored centrally, and
circulated to individual schools, on demand; and other types of materiali which
tend to be used more often andl more intensively in. the individual schools and
therefore are stored as well as used there. With the increasing use of materials
in the educational process, and-with the recent trend toward the individuilization
of instruction, this second category has been growing much more rapidly than
the first in the last few years, increasing from o) percent of tonal audio-visual
sales only six years ago to 75 percent of total sales in 1972.

USE BY LEVEL OF EDUCATION'

Equally important to an understanding of the eduatliona!-audio;visual industry
is the pattern of use at the several evels of education. i'he following table shows
1972 sales brokeirdown in this way:

1972 Educational A-V Sales by Type of Institution
(Percent)

Elementary schools, (K-8) --------------------------------..----------_ 50
Secondary schools (9-12) ----__-_-.------------- __-----......._ 30
Colleges and universities .--..---.--.-------.--------------------------- 8
Public libraries ------_------------------.----------------------------- 3
Churches, Government, export, miscellaneous- _ -----_____________________ 9

Total ----------------------------------------- _ 100
The percentages in these tables bring out two points quite-graphically:
(1) These are materials-designed for instructional purposes, and have no mar-

ket among consumers in general or for gelieral entertainment.
,o) Sales tend to be concentrated in the lower end of the educational pyramid,

with half of total sales to the elementary schools, 30 per cent to high schools, and
8 per cent to higher educa on. Public libraries account for 3 per cent and all other
for 9 per cent. It is important to distinguish materials for the instruction of
students at these basic levels of education from the advanced, highly sophisti-
cated, original research published in scientific and technical journals; the kinds
of considerations which come into play in discussing library photocopying of
such research materials are not pertinent here.

SMALL -EDITIONS

Because of the way in which audio-visual materials are used in the educational
process, the number of copies produced is quite- linmited. As compared with text-
books, for example, which are generally provided one to a student, one or two
copies of a 16 millimeter educational film may serve an entire school system of
moderate size, and' a single copy df a filmstrip will serve an entire school. A
typical audio-visual' product will customarily sell in the hundreds, or loss thou-
sands, as compared with tens.or hundreds of thousands of teitbooks. Thus-the
initial' investment in editorial work and production, which costs as. much for
one copy as f6r-thousands, is spread over a, relatively limited number of copies.
In addition to'the substantial initial investments necessary to the production of'
quality materials there must be added carrying costs for the considerable period
of'tlme over which salesriie made. The combiilation of these factors-smlrall edi-
tiois and sales 6ver ah 'extended period-nieans that uiatuthorize.d duplication
of copied'has a i:iueh greater impact on the economic viability of these products
than on some other types of educational mater!ils.

TIIE U.S. OFFICE OF-EDUCATION EXPERIENCW

AThe U.S. Office of Education has granted millions of dbllarsover the years to
educational research laboratories for developinig innovative and more' effective
teachlihng methods' and! materials. 'Many g6od' products were leoiloped, but far
too few'ever'were' dissemina'ted through the educational community. 'Not until
policies- were developed. which allbwed compansies with marketing 'expertise to
distribuito the materials under-pir6tection of a limited (in time) c.d6pyrlght. did the
educational commufiity-receive:the befiefift of the Federal' res(Rarch effort.

I think this points out very clearly the need to provide incentive to .produce
and protection of rights for copyright holders. The Federall'-funded materials
which were developed and put on shelves, row have a much better chance of
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being used by, and' benefiting, the intended recipients-because those with the
expertise necessary to. make the materials available are given the incentive to
deliver their maximum effort.

PROVISIONS or S. 1861--FAI USE

We turn now to theactual provisions of S. 1361 as they relate to educational
audio-visual materials. The bill clearly represents the culmination of years of
consideration and reflects particularly the work of this subcommittee- and the
information it has received in hearings and in other ways. We believe that it is
a good bill as it relates to our industry and will provide the'necessary incentives
to the continued production of quality audio-visual materials for use in the edu-
cational system.

We commend the subcommittee' in particular for its proposals with respect to
"fair use," and here we have specific reference to Section 107 of the bill (The
further-specialized provision of Section 108 relating to reproduction by libraries
and archives is for the most part not directly relevant to audio-visual educa-
tional materials.) Section 107 writes into statutory law the main principles of
"fair use" as that doctrine has been interpreted by the courts in individual cases
over the years. and specifically states that "fair use" is a concept applicable to all
kinds of copying, including copyingfor purposes of education..

ENDOssEMENT'OF SECTION 107 BY AECT

We are pleased that the principal professional organization of educators di-
rectly concerned with the use of audio-visual materials in the educational process
has also recently come out in support of Section 107 of ithe bill. This was done in
a statement issued by the Executive Committee of'the Association for Educational
Communications and Technology (AECT). on May 31, 1972. (See Attachment
A.) Some of the statements made by theAECT which were of gieatest interest
to us were the follo*iig:

(1) "AECT endorses the criteria to be ised'in the determination of 'fair use'
as contained in Section 107'of the proposed bill:"

(2) "Further, we indoise' the concepts regarding the intent of these criteria
as expanded in the legislative history of the bill as it existed prior to iuid without
regard td the original opinion in the case of Williams' and Wilkins-v. U.S.,:for
that opinion substantially narrows the scope of 'fair usie' and irreparably weakens
that doctrine."

(3) "Concerning the use of copyrighted works in conjunction with television,
AECT proposed that fair use,' as it has 'Seen outlined above, should apply to
educational/instructional broadcast or closed-circuit.transmiaieon ina nonp:rofit
educational institution, but not to commercial broadcasting.'

(4) "Once the doctrine of 'lair ise' hs been- established, in the revised law,
negotiations should be conducted between the proprietor and user prior to any
use of copyrighted miaterials that goes :beyond that doctrine."'

(5) "A new 'copyright law that both users and producers can view as elufitble
depends upoii the mnutual understanding of each other's needs and 'the ability.6to
effectively work out the differences. We will participate in the contuinuing
dialogue' with the Educationial Media Pr6ducers Council and siifilar interest
groups to' establish mutually acceptable' 2k,;lielines. regardring the bohundaries of
'fair use,' and.reasoriable fees to be.pai , jr uses 'beyond-'fai iise.'"

Since AECT has announced its.intent ionof presenting testimony, in.these hear-
ings, we will. nbt attempt to interpret the statement, but leave that to the wit-
nesses for-that organization. We should like, however, to miaie reference to. two
points. First, the Commissioner's recommendations and opinion in the Williams
and Wilkins case in the Court of Claims will , certa/inlyhave Ijen superseded bIy
the decision and opinion of that court itself.well before any general copyright
revision bill is finally enacted. -Second, we welcome continuation of. the dialogue
between AECT and EMPC relating to the use of educational ' A- materials, but
must point out, t .at there would be legal difficulties in-any actioni by EMPC in
agreeing to.establish. "reasonable fees to be paid for uses beyond 'fafr-tise'."

We have notonly been conducting a dialogue with AECT but-have taken the
initiative in-setting up a series of- meetings with other educational organizations',
regionally andnationally to discuss mutual-problems relating to copyright. We'
believe these discussions have been helptul notonlylin ,larifying;general prin-
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ciple- but in dsaliig'with speclfc:problems as we!L We on our;plrt pledge to
continue.these discussions both ifo.re and after y r.evision of the copyright
law.

NO NM ra AN "r DUCATIONAL EXEZMTION"

At the time that this testimony was prepared we were unclear,as to whether
a broad educational exemption, to be added to the bill as It now stands, would be
proposed by one or more organizations in the light of the positions talken' by
AECT and other groups such as the Music Educators National Conference and
the National MuS:c Council. However, as recently as April 4, 1978 the so-called
Ad Hoc Committee issued a press release indicating its support for a "limited
educational exemption"; and the language of such an exemption had been
presented to members of this subcommittee late in 1972 and given Wide general

-circulation. That language in our view provided far more than a "limnited"
exemption. Among other things it would authorize use for noncommiercial teach-
ing scholarship and research not only of "brief excerpts" from copyrighted works
but also of the whole of short literary, .pictorial and graphic works.

Let us take up these two concepts in order, as they would apply to educational
audio-visual materials. In making these comments we havehhad the benefit of
discussions with, participants in the work of the Ad Hoc Committee seeking
clarification of their proposals; but we do not here purport to be'speaking for
them.

The concept of "'brief excerpts (which ,are not substantial ii lbngth in =-ro-
portion to their source)" is very difficult to pin down as applied to educational
A-V materials. A half hour educational nature or, biological film, for' exsample,
may be-built around an exceedingly dffitcult photographic sequene whtcin may
take months of work to capture, but may in the final product only take up a
minute '.or two of time. To permit this minute or two to be reproduced.freely
under an educational exemption' would very likely destroy the economic viability
of such' a 'flni.

The concept-of exempting use of "the- whle of short, literary, pictorial and
graphic works' :presents difficulties, equally great in relation- to ,audio-visual
materials. For example, is a short filmstrip a.short work? .If so it would very
largely destroy the entire market for short filmstrips and they would not 'be
prodiicediatzall by iudio-visual films.

We trust that"this,:subcomimiIttee will not accept the idea of an educational
exemption, if such an exemption should continue to be pressed by one or more
organizations. The;position taken by AECT indicates that as far as educational
'audiovisuial' materials are concerned, such an exemption has no educational ra-
'tidnale. T the extent that.schdoL isystems. wish to reproduce educational audio-
vsisual'inateriald in whole or in part- beyond the limits of "fair use,"-ourmembers
stand ready to discuss licensing arrangements Which will ~pemitit authorized
reproduction. Modern methods of reproduction,.for many types of audio-visual
materials are such as to make such reproduction in whole or in part attractive
to some school systems and our members have already entered into'such licensing
arrangements. In fact, only r/cenitly oni Jiune 18-19, 1973, we sponsored jointly
with the Information Industry Association a fil dress.conference in Washing-
ton on the licensing of copyrighted materials.

suxMArY' AND COiOCLUsIONs

In summary let us repeat that we think that.the bill which has evolved in
your sub'cmmittee as S. 1361 is a god jbill and a workable bill, from the point
;of view boti bofthe creators and the users Of educational iudi6o-risual materials.
We urge that it not be changed -as it relat6s to A-V materials, and that. it be
,expeditiously reported to ;the Senate. -It -is-iniversally recognized that revision
of the 1909 copyright sta'tute is desirable, andsthe sooner this is accomplished the
iboiter for all concerned. e s

We ippreciate this opportunity to appear before your subcommittee. My
colleagues'and,'Iwill be'glad to elaborate on '.ny points In our testimony which
the members of the.subcommiltee may wish to 'eplore further.

,Senator BuoRDIcr. Next?
Mr. ,BRENNAN. Mr. Paul. Zurkowski, 'formation Industiies

Association.
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STAlTEMNlTOF MR. PAUL G. ZURKOWSKI, PEIIT, INFORXA-
TIOi INDUSTRY ASSOCIATION BY MBR. J. THOMAS FBRKIIN,
CHAITRAN, PROPRIETARY RIGHTS, COMMITTEE, AND l MR.
CHARIES LIEB, ADVISORY MElMBER, PBROPRIETARY RIGHTS
boMMITTEE

Mr. Zt'TRYOWSKI. While the others are joining me I will introduce
them.

Tom Franklin is the Chairman of our Proprietary Rights Com-
mittee. Mr.' Franklin is Counsel to International Data Corporation,
Newtonville, Massachusetts. Charles Lieb is an advisory member on
our Proprietary Rights Committee and is a member of the New York
Law firm of Paskus, Gordon & Hyman.

We welcome this opportunity to testify, we have submitted a state-
ment that covers both the library photocopying exemption and the
educational. exemption and I ask that it be included in the record..

Senator BURDICK. Without objection.
MAr. ZrRicowsKI. First, I would like to second the remarks of Am-

bassador Keating. As you will note in our statement, we share many
of the same ideas and concerns. The Information Industry is' a new
industry. It is made up of companies that are engaged in atrplying
the new technologies to the creation and dissemination of info6ination.

Our member companies are engaged in addressing the kinds of
problems that Chairman McClellan and you make reference to in
terms of finding a funding mechanism to facilitate the. application
of'these technologies to the dissemination of information.

I coilld provide example after example of detailed negotiations
between producers and users of information who are' working o it
:those'details within the frameworklof copyright;

Senator BtRDICK. Excuse me. but I will be perfectly frank, I would
like to get all of the light I could on this subject because I know it is a
difficult one. I know in the smaller libraries as it stands now I don't
see how they could possibly set up a system they could properly fund
to take care of these small amounts. I don't see how it is possible in a
library in, say, Williston.

Mr. Z rEowsKI. nhat is my home country too, Senator. I'm from
Wisconsin and-know the kinds of libraries and the kinds of situations
you refer to. I grew up in a town of 700 and I can't imagine that the
Palmyra Public Library will ever have the economic resources to apply
this power, but I'm afraid that both the library and the educational
exemption in trying to facilitate a flow of information then these
techinologies: aire in danger of throwing the baby out with the wash
water.

The Information Industry is a young industry and it is just begin-
ning to have its impact. It does perform extensive pre-processing
efforts in anticipation of the needs of users.

'If 'you take an in-depth view of the work of an information industry
company, you can see how its efforts relate to the creativpe efforts of
an author. It starts with the user. It spends time with the user at his
place of work. It identifies where the user is when he needs informa-
tion, it then tailors the product to that need. It gathers information.
It develops a program by which to process it within the computer. It
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'keypunmhes it and introduces it into the computer. It develops a pro-
gram to bring it out of the computer to create a product that is human
usable.

It also then has to educate users to the use of this product.
Several points emerge from that list. Each of these steps are ex-

pensive and complex. Many of the products of such efforts qualify for
copyright protection. works of authorship. The economic vialility
.of these products, if they are to be created att all, depends on each
user lpat tr his fair share of the fully amortized costs of creating and
delivering thll product. It is on that basis that we have to object to
the library photocopying exemption.

It is not a photocopying exemption; it is a single copy exemption.
It would put libraries, and major libraries in particular, into com-
petition with the private companies doing similar work whether that
be in providing microfilm collections, In providing data bases in
machinable form, or in providing specialized services of many other
kinds.

The availability of, free information on an on-demand basis would
compete rather decisively and would have a disastrous impact on the
industry.

Copyright has been the mechanism through which libraries and
publishers have worked out their relationsip. If you take that inech-
anism aAyav by adopting" this amendment, there won't 'be a forum
within which to work out these: details. So, we recommend that, if
this thing is to be given serious consideration,. it should be referred
to the commission to be- established by Title Two. That commission
will have the opportunity to de velop the hard facts,'the hard economic
data that has been absent in t!iese hearings as to the justification for
such an exemption, and would provide a forum within which the con-
tending initerests would have a chance to constantly interact with
each other.

Going on- to the educational exemptions, we raise in our statement
several questions about that both- of an economic and a technical na-
ture. Mr. Sackett previously mentioned the fact that the educational
exemption would grant an exemption, for input and that it would no
longer be an infringement to putk copyrighted material into a com-
puter for educational and other purposes. This not only conflicts with
Section 117 of the bill, which says that status quo shall be preserved
pending the outcome of the Title II C;)mmission studies, but would
enable the educational institutions to put anything into a computerized
data base.

Such traditional library materials as the Readers Guide to Periodi-
cal Literature, something that is created, typeset & published today
by the H.W. Wilson Company, could be put inato a computer data

,base by the libraries under a fair interpretation of this language. The
result Would be that information of all kinds would be in the file. It
would be argued because the printout of the specific answer sought
is small, it would create a whole different system. of information dis-
semination depending on government funding rather than the invest-
ment of private risk-capital.

If you take both the educational exemption and the libraryv-.eiip-
tion together, you have an opportunity under the educati,ln- exemp-
tiou, to put into the computer almost anything and + hen a -'ght under

20 -344-73-i 8
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the library exemption to make a single copy of it on demand. The
combination of the two proposals would create quite a&business opera-
tion for libraries and drain off a great deal of business from tradi-
tional publishers through inter-library basis as well as from informa-
tion companies specializmg in such business.

There are many implications of both of these amendments both
nationally and internationally. Former Register of Copyrights,
George Carey, has addressed the implications of copyright as input
in a speech he gave last October to the American Society for Infor-
mation Science.

In the recent discussions with the Russians about their adherence
to the Universal Copyright Convention, they indicated theA7 were
watching the outcome of the Williams and Wilkins decision in order
to assess their ow--position and what they would pay for the use of
copyi'ighted Anit an materials. Some of our member companies
derive as much as. 50% of their income from foreign sales. With
exemptions such as those proposed here, U.S. companies would face
great difficulty in obtaining fair returns from abroad where the dlegree
of protection offered here.is likely to 'b matched in kind.

I refer you to our prepared statement for a fuller discuss;i n of the
matters raised here only superficially. I now defer to Messers Franklin
and Lieb for any additional comment they may wish to make.

Mr. LIEB. Senator, may I answer the question, or attempt to answer
the question you raised'?

I would like to answer the question if I could about the -librar in
North Dakota. I don't think the position that has been presented to-
daly by any of the cooperating and supporting groups, the Authors
League or the Association of American Publishers or any of the
others, in any way affects the right-of the librarian in Williston to do
exactly what she is doing-now. The issues, I think, when they are re-
fined down to the discussions which we have had today, are three. One
is the copying of articles in, scientific journals. Here' organi'zations
like the American Chemical Society and' a for-profit company like
Williams and Wilkins, say-that if large research libraries,,like the Na-
tional Library of Medicine and the National Institutes of Health,
wlhich were involved in the Wi//iam and Wilkins case, con'lIue to do
large-scale wholesale copying, they will be unable to continue the
publication of their journals.

I do not think that'the librarian in Williston is going to be terribly
concerned about that. If on rare occasions she needs a copy of the
article, the making of that-copy whether it is a technical violation or
Yiot will be a matter of indifference, and really one article is not im-
lportant in the whole overall view.

The second thing is the. photocopying of books. Everbody s in
agreement now that there should be no library photocopying of whole,
works other than-articles unless they are not available, unless they.are
out of print, and that really is the provision of section 108, which the
libraries are basically in agreement with.

So, again the librarian in Williston is not affected and indeed is
helped by that provision because, if there is a book t at she is asked for
by one of herpatrons and it is out of print and she determines that by
looking at-the.books in print list, she will be able to get it.

Senator BURDICK. But suppose it is available in New York, City?
Would she then have to mail for it I
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Mr. LEB. We are talking of a whole book, Senator. If the book is
Johns' History of the Napoleonic Wars, sold by Random House for
$15 with 800 pages with photographs, she certainly shouldn't be re-
quested by the patron to make a photocopy of chat book if Random
House has that book available for sale.

Senator BURDiIC. Spppose the student wants page 50 of the Na-
poleonic Wars. Would she have to write to New York ?

Mr. LIrm. No, sir. I think that unintentionally there was a misunder-
standing about that here this morning. Nobody is suggesting that the
studenrt i Williston can't go in and say, please give me a copy of page
i50 of that book on snakes, or give me a copy of three pages of Johns'
book on the Napoleonic War, ecause this kind of copying everybody
-concedes is fair use copying.

Senator BURDICK. Suppose it is page 50 of a chemical journal?
Mr. LEB Well, I can't speak for the Chemical Society, but I would

say that, if it is a single page in a 10 or 20 or 30 page article, I would
think that the Chemical Society would say that that page may be
copied under the principles of fair use.

Senator BURDICK. This morning they said no, though.
Mr. LIFB. No, they didn't. They were talking about the copying of

whole articles.
And the third aspect of what we are talking about, again coming

down to the librarian in Williston, is the claim that the classroom
teacher needs some sort of exemption so as to enable him to teach.

We have urged the teacher associations to sit down with us and
attempt to lay out as detailed as necesssary a set of guidelines and
working rules so that the average teacher can determine safely what
he can and what he cannot copy. So, my answer to your question is-
that your librarian will not be affected injuriously at all by the posi-
tion taken by the copyright groups, and will be helped insofar as
books out of Drint are concerned by section 108 as your subcommittee
hias prepared'it.

Senator BURDICX. But it won't be helpful for the books in print?
Mr. L=B. Well. if a book is'in print, if it is available, it should be

purchased or borrowed but not copied, sir.
Senator BunDIcK. Yes, but this young man comes in there, and he

just want .page- 0--land I will go back to my example-and the li-
brarian goes to his digest and says, oh, but you can get that stX com-
pany in New York,

Mr. LIEB. Senator, that is not so. That is a false issue. If 'he goes in
and says, I want page 50, there is nobody in this room today who would
say-that he can't have it. That is not the issue before you.

The issue before you 'd, can an entire journal-article, a- scientific
article, be photocopied.;That is the first issue. And the second issue is
cf.n a substantial portion of a book in excess of fair use be photocopied f
Nobcdy is talking about small libraries.

Senator BURDICK. Well, someone her, today-and I have been run-
ning back and forth to vote-lbut someone said, you can't make single,

°Ir. FRANKLIN. To try to wrap this up, if I could, there is a whole lot
of valuable information that has been brought forth here today on the
doctrine of fair use.

The point that the Information Industry Association wishes to
stress most strongly, and I think the point that most of the opponents
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of the NrEA amendment feel very strongly on, is that the fair use
doctrine today, whatever its precise limitations may be, should not
be extended by the engraftment on S. 1361, which represents many
years of compromise, of a special ad hoc amendment as proposed by
NEA.

It involves very complex and difficult economic factors including
your high school student in Williston question, Senator. You must have,
the economic data necessary in order to properly evaluate the trade-
offs involved in the NEA amendment and they simply have not been
presented to this committee.

For tliat reason alone I -think this committee should not feel author-
ized, to propose such an amendment to the bill. There is a lot of work
to be done on determining what will be the economic impact of the
NEA amendment. The proponents have failed to establish what effect
their amendment would have. That work is presently assigned by the
provisions of the title II to the National Commission and should be
left there.

Senator BURDICK. As far as work is concerned, we.have been work-
ing for 4 years on this, or is it three ?

MIr. BRENJXAN-. Perhaps longer than that.
[The statement of Paul G. Zurkowski in full follows:]

TESTIMONY OF PAUL G. ZUREowsKI. PRESIDENT AwiD EXECTUTIVE DIREcrOR, INFOR-
MATION INDUSTRY Af,dOCIATION

BMy name,is Paul G. Zurkowski; I- am President and Executive Director of the
Information Industry Association, 4720 Montgomery Lane. Bethesda, Marylanld,
2o014,, iO01 654-Q150. I am- the first Executive Director of the Association that
is now little more than four years old. It has over 60 member firms engaged in
a wide variety of commercial information activities. A list of members is at-
tached. Immediately prior to this employment. I served for about five years as
l(,gislative assistant to Congressman Bob Kastenmeier. of Wisconsin.

fly invl1veinent ,with the information industry flows directly from that serv-
ice with 'Mr. Kastenmeier during the years the Revision Bill was under consid-
eration in the House.. 3y personal interest has always been in the communication
of iifirmnation-documented' idas. Service on MIr. Kastenmeier's staff served-to
educate me about the Important role copyright plays as the basic funding mech-
anism by which the creative and business activities required to obtain dissemi-
nation of ilformatio .ispaid for.

Copyright is a pIupul:st monopoly: it assures access for everyone to- the ideas
of tlie e,rentive few. It enriches our lives. facilitates our life-long education, and
oasnressthe, equal availability of information. I left my haippy home with Mr.
1Pastennleier because I saw the need for a funding mechanism of equal effec-
tivene&s in the. information technology arena. The practical day-to-day experi-

oence of theinformation industry in creating and marketing infbrnmation through
the anplicatlon of computers; mnicrofiln, and other technologies, new arid old,
alone or.incombination, is that copyright isas valid for this industry as it is.
for industries which market information as books' or journals. Perhaps even
more so.

The basic function of this industry is in many respects the other side of the
coin of traditional. publishing. It is rooted in the abundance of information
available to everyone in every discipline. As a general proposition it can be
saidt that i. ,matlon companies identify particular information headaches of
very specisalied. groups of people and seek to pre-process the information of
interest to that group in such a way as to facilitate its use.

Another way of describing the mission of the industry is to use the. word
ROt7 ranee.

The activitles.of member firms include, but are not limited to, the following:
(1) Topical publicatioins-providing up-to-date information on all facets' of a

gkven special interest area, including laiw, regulations- -and/or :tariffs topically
arraiiged'aind cross referencee'for easy access;
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(2) Current awareness publications, such as indexes, collected tables of con-
tents, abstracts, citation lists, reports on pending legislation, etc.;

(3) Catalogs, including mail-order catalogs, parts lists, price lists, and tables of
Interchangeable parts;

(4) Directories, including those clasified by activity, address, etc.;
(5) Encyclopedias, directories, thcesauri, finding lists and references, aids;
(6) Files searches, including computer searches of machine-readable files at

the computer site or by remote access terminals;
(7) Standing order services ranging from computer search of current putli-

cations through news clipping services offering delivery of information on
specific interest profile topics;

(8) Manuals for operation and repair of equipment;
(9) S'e-;,l reports, such as court decisions, board rulings, financial reports;
(10) ,).-todic pubtication of related material, such as journals in hard cop3

or microfbrm, and voice recordings of talks on related topices;
(11) Face-tb-face ncetings, such as symposia, conferences and conventions;
(12) Erhi.bits and demonstrations for educational, promotional or merchan.

dising purposes; and
(13) Tours of plants, facilities, monuments, museums, etc.
Although a variety of communications media are employed, all the above

activities have in common the anticipation of the need for and the prelirocessinfi
of relevelt information. Tliey all involve the expenditure of time, money, and
human effort in organizing information materials to meet anticipated needs.
They all have-a common objective-that of producing economically competitive
information products relevant to the addressee's Interest, regardless of the media
involveld.

Mlany member activities relate to the preparation of what could be-classed
as "library materials"-materials in printed form for industrial, institutional,
agency, business, shop, academic or personal collections. Others reorganize
related reference materials for better access. Such products and services require
frequent re-organization and amendment to keep them current. Efforts to keep
files up-to-date are currently duplicated and re-duplicated -in industrial, insti-
tutional and personal reference collections. Technologies for economical, rapid,
remote access to centrally up-dated information files reduce the need to main-
tain separatelocal files. It also reduces the number of copies needed for local files.
Costs other than communications charges are involved. The development of such
technologies have wide application to society's information problems.

Our basic purpose for appearing here today is to underscore the Mignificance
of copyright and to emphasize the need to maintain the integrity of copyright
as a funding mechanism for this process. Private risk capital will be applied
to this process. and society will hate the benefit of continuing advances in the
application of these varied technologies, only so long as the investors in this
process have a reasonable expectation of receiving a reasonable return on their
investment. The only alternative to the investment of private risk rapital and
the reliance on-competition in the marketplace, ,not only the commercial -market-

.place, but the marketplace of ideas, is the reliance on the investmient of state
-capital, and its attendant preemption of areas open to competition

Since the Information Industry Association did not exist at the time of
the 1967 House Passage and Senate Hearings, we have not previously participated
in the revision hearings process. We are, in effect, a new face and one which may
not be readily recognized. We feel therefore it is important for us to provide
you with detailed information about the activities of the industry.

Information companies create information, -refine information, organize in-
formation, develop access tools for getting at information. All of these activities
add value to information. They make it easier for you to find the information
you want. By preparing-the tools for you to'do this effectively and efficiently
they save you *ime and money. The information industry in authoring-these
products snbstithtes the "sweat of its brow" for yours.

The whole information}'industry process is itself comparable to an individual
author's efforts in creating a work. By- taking an "exploded" view of the work
of information industrv company you can see bow the efforts it! makes relates
-to the creative efforts of an author.

'The teps involved in creating and marketing an information pro'inct:
(1) Start with the user, Identify his information problem :`or -need. 8-pend

time with him in his work environmenit-to identifyl how ti-uses infoxmatlon,
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where he is when he needs informatidn, whether he has an immediate need or
a need than can be filled subsequently in time.

(2) Gather information from a wide variety of-sources and experiences.
(3) Review it, analyze it, organize it, eliminate irrelevancies.
(4) Design a formula for putting it into machine readable form..
(5) Process:it into a machine readable form
(6) Deslg/h a formula for manipulating tht information within the machine

to produce the specifically desired end product.
(7) Develop the graphic arts embodim--'t of that end product, and in other

respects design and produce a "human-useable" product.
(8) Educate users to the advantages of the product and in other ways market

the product to the group of users for whom the product is designced and developed.
Several points emerge from that list:
(a) Each of these steps, starting with the time spent identifying user needs

and continuing through each step of the process to the delivery of the product
to the user, is complex and costly.

(b) Many of the products of such efforts qualify for copyright protection
as works of authorship.

(c) By virtue of their special design and highly refined specialized markets,
they are extremely sensitive to any attrition in the size 'of their expijecdt?-sarket
whether through photocopying or other replication methods;£or by-passing cuply-
right protection. The economic viability of such products, whether theytare to be
created at all, depends liretty much on ea;ch user paying his fair sIlare of the
fully ambrtized cost of creating and dellivefng the product.

SINGLE COPY LIBRARY PIOTOCOPYING

Before addressing ourselves to the.question of the single-copy es .mption sought
by the libraries, let me state at the outset that the informatido industry and
libraries have many things in common. We are part'of:the same piece of cloth.
Both groups are essentially populist in outlook. We seek to make information as
widely available as possible. A major distinction between us is our cost-account-
ing methods. The industry must operate on a fully allocated cost-accounting basis
whereas libraries can and do evaluate services on an incremental cost basis.

The Information industry itself represents an attempt by some far-sighted
members of the publishing community augmented by people 7ho come at this
-field from the information technology side torestructure the pu'l;ishing business
to accommodate its skills, and resources to the imperatives of information
technologies.

The l!brairy community, likewise, is undergoing a major restructuring. Inter-
library cooperation, the "mother" library concept. .- reemergence of some forms of
charges for "inter-library" loans and for special research projects are illustra-
tions of ways in which the library community is being restructured to accom-
modate itself to the fact, costs, and advantages of information -technologies. A
Presidential Commission on Libraries and Information Science only recently has
been established to pr6vide assistance and national perspective to this effort. This
restructuring process has been accelerated and aggravated by the serious funding
problems facing the library community. We have high regard for the efforts
libraries have made and are continuing to make. We also feel libraries have-an
even greater, future as community Information centers with immense implicaticr.s
for-the educational and cultural as well as" economic well-being of ns' all.

We empathize with the library communlt' and recogniz, Xl .; -it the deeply
held motivations which give rise to its reqnuest for thL, singe ,,;, x'- *mption. We
must, however, oppose the amendm'ent.

Such an exemption would put/lbraries in' the reprint business in direct com-
petition with the information industry. It woulagive thie:!iraryan unfair ad-
vantage to market reprintsmaterials from its holdlngs. (W!hether it sold these
materials or gave them away frLe, or for the cost f.+itacopyin1 the-result would
be the same.) It would ironically'enable librarieO co do"'o with the products-of
publishers and information compai:les without/che ultimate users paytng a Lfair
share'of-the costs of the creation andclist. !butl6n of the intormation. What, ,oks
desirable on an incremental cost analys'.a to libraries multilplied nationalhi is a
disaster on a fully, allocated cost basis for the industry. Such A free info6iination
source would .lead tomore limited circulation of much higher priced products.
The payinguser will be required in this way to subF Idize the non-paying user.

Would there be any basisawor a micropublisher to create'and market aconmpletP
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collection of im. terials in microfilm if a "mother" library could freely copy indi-
vidual pieces of the collection for its users or the users of its subsidiary

Hobw would special report nformation companies which create specialized
studies for 75 to 100 customers or less stay in business if some or all of these cus-
tomers could go to a library and obtain individual copies free of copyright?

'How does the 'information company which authors a machine readable data
base market its product when -libraries would be able to market access to the
same data base free of copyright? A search of such a data base provides a print-
out ob single articles within the proposed library photocopying language, yet that
is in most cases the only way a product of the data base will be generated and
used inside or out of a library.

Based on our-experience we-urge that the library exemption contained iii Sec-
tion 108 be liniited. to archival copying- only. Any additionafiexenmption directly
,undermiies the.integrity of the copyright concept and denies the-basic principle
behind copyright thateiencee and the.niefuil arts will'be benefited by providing
thie auth6 a liilited imoiiopoly by which to market the pr6diffct of bis creativity.
The library amnendment, honoring only the copyright claims of the producers of

iotifon pictiures, subjeits to the 'single copy exemption all other categories of
information products, whether they Abe sound recordings, machine readable files
or microfilm, in addition to inkprint products such as books and journals. One'
might just asieasily abolish copyright altogether.

Copyright has been:the mechanimhiby which libraries and 'their supplierswhavie
estiblished working relations. Before you decide to abolish this element in the
relationship between libraries and their suppliers. and that is what you would do
ift you -enacted the language souight by libraries; we recomme'nd you defer this
language to the Title II National Commission on New Techiioldgical Uses of Copy-
righted- Works.

The library single copy- exemption does impact directly on new technological
uses of copyrightedsW~orks, and adopting the amendiieht would deprive the Com-
mission of the benefit of continued efforts to develoFpsound funding mechanisms
through the day-to.day interaction in the real world'6f suppliers afid libraries. To
the .information -industry, librarles are established distribution nodes in a na-
tional information distribution network serving users. This network has been
establihbed working witliin the fi-mework of copyriglt and, until it can be showi
ai'better- way exists, the baRis for that working relationship should-be maintained.

We -respectfully -urge that. you defer actidn on the- amendmient pending the
results of the study of tlihe NationalCommission to be establishb.edby Title II of
this bill.

PROPOSED EDUCATION EXEMPTION'

We oppose this, amendment on:economic and:.technical grounds.
W~e have a- isgh regard,for the educational community as well as the liibrary

ccmiiuniity., We do, :however, have to objectJDto the proposal since it would
not only adverselyeffect the industry hut it would have a-pervasive effect on many
-others and on the development of the information.serviece structure of -the United
States as a whole. ;

Economically, it woulk--
-(a) Exempt input from copyright.protection.
(b) Raise pressures to stretch the Fair Use exemption to cover "Rmall'"

output.
(e) Put no limit on what could be put-into an education computer.

,(d) Create unintended-and.-unfair vompetition for information-industry.
(e) Ignore and unde rine the business practice of licensing-use..
(f) Restr.etui" '-formiation services soe as to ehiminate stimulas and crea-

tive force of itsl'capital and competition;
(a) By- implication this amendment acklowledges that to.input copyrighted

mat ials into a computer sys'min is an infringement.
ThieandmeiamPn t, by exempting input, would strip the author of conitr61 over

his documented ideas. Without input infringement protection not onlyrcan his
ideas be used, but itjy can be re-cl ,mented and distorted-as to sourvj, meaning
and conte:t,.

:search of a-dataflbase may- produce-the.iact.that thereeis nothing in the ile-
to print out. That, of itself, is often ~of/great value. That is one of the purposes
of investiig-in the creadton of a comprehensive data base. Information that no
one has done;whatyou want. to do has value. The;amendmentidenies this and
would destroy the economic value of that aspect of the author's work.
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To search a data base is to "use" the whole file, not just the answer you find.
This search capability is a value the amendment denies as well.

(b) The small printouts resulting from most computer searches would by their
size alone it will be argued constitute "fair use" of the information. Having
inserted- in the- computer The Encyclopedia Britannica;L ref extracts could be
printed out. Notwithstanding the fact that that is the only way to use encyclo-
pedia. information, many would seek to treat it as.fair use. Since there is no
provision for any payment system in-the proposal, this apparently is the intended
result.

(c) Under the language of the proposal "entire works" of any kind could be
reproduced for machine processing.

The Reader's Guide to Periodical Ltterature, for example,,could be keypunched
and installed in a computer system. Encyclopedias and. all the other products.of
the information and publishing ihdustry would be equally exposed to such.treat-
ment. Without anything but "fair uIse" limits on copying and-use (how do you
app'l. fair use to theiise of a whole file in making a computerrsearch?) and with
complete-freedom to put-entire.works into a compute-:,the protection offered by
copyright would be minimal.

(d) The resultwould be the creation of unfair competition for the information
indu, -.. Does the ,educational-,activity .have an iron-*illed discipline and a
policir.g procedure by which to assure that its computer- information service
serves only bonafide students? Many universities now engage in .the marketing
of information,..not only in their city and. state, but across the nation. They 'do
so -from- a tax exempt haven and often withoiht fully allocating to-each user the
costs of creating and deliverihg the information. This amendment would create
great pressure to market machine readable versions in competitioh with inkprint
and other privately publi ,hed media. An Association -of 'Scientific Information
Dissemination Centers has been created to facilitate the growth of these
activities.

(e) In prai tice few, iif any, data bases are marketed-exclusively through the
author's computer ,' -ility. Copyright at.;nput merely provides te ,,uthor a basis
for a licensing ag aent by which the users of other .computer- facilities gain
access to his documefited ideas.'Thc-user is protected in. that the integrity pof the
information and its documentation are subject to continuing contractiial relations.
Thi.s licensing process facilitates the widest possible sharing in the cost of creat-
ing these.services; The amendment would- not only free a large segment of users
from paying its fair share of these costs, but it-would also encourage ediucation
to engage in the economic replication of alreadytexisting and privately funded
capabilities.

(f) Competition in the information marketplace 4in an- ge-e df information
abundance-is essential to competition in the marketplaceof. ideas. The stress on
exemptions would have the effect of eliminating-eompetition In in any areas be-
cause tle.basis, for private creation and investment, a minimal proprietory-posi-
tion, would be-eliminated -for many. The result would-be- adiminished, rather
than enhanced, c6mpetitive clinmate-in the;marketplace.of-ideas. The information
service structure of the U.S..would- have to rely-primarlly on education and gov-
ernment capital resources for its. development. The elimination ;of -risk capital
in this effort would-8seriously retard development in this area.in the U;S.

On technical.grounds the amendment would--
(a) e:pand its intended objectives by virtue of the proliferation of non-

profit uses -today.
(6) conflict with the intended purpo§es of Section 117.

*(c) ,provide only fora minethod-of recording "retrieval"'and.no for requiring
its use, nor for recording "use" itself as distinguished- -from "retrieval".

(d) make rules otherwise applicable, presumably including "fair use"
and the library singlecopy exemption.

(e) preempit-much of the worktof the Nat'onal Commission on'New Te'h-
nological Uses of Copyrighted Works.

-,a) The proliferation.of non-profit uF :., particularly in information, today are
legend. Government -funding of resec -,n in information systems work, for exam;
ple. is essentially limited to grants to non-profit organizations. This has led to the
development of a whole generation of organizations performing this research on a
noInprofit basis. Separate non-profit:groups have grown up:to'do similar.researeh
in education. Public Interest law firms are incorporated in many cases on a non-
profit ,basi/. ,We raise tht e questions not to challenge the purposes of these
groups but to suggest that the amendment is unduly broad as drafted and would
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serve, if enacted, to stimulate even- further the development of subsidy-based
activities.

(b) The' amendment conflicts With the purpose Of Section 117 to maintain the
status quo in the, law vis a vis- cop.right' at input. The significance of such a
develOpment.can be seen clearly -through a reading of'a paper by former Regis-
tei of Copyrights, George 0. Cars;, presented at the 1972 meeting of the Ameri-
can Society for Information Science. It appears at'pages 169-174 in The Proceed-
tig8 of the ASIS Annual Meeting, Vol. 9, 1972, ASIS, Washington, D.C. We com-
mend it to the attention of'the Committee and the Congress.

(c) A method of'recording retrieval, as provided'for in, the amendment, does not
require that it be used any more than the seat belt statutes do. Furthermore,
retrieval, as noted above, 'is-not a complete measure of the uses made of a copy-
righted work in computer form;

(d) The reference to other rules appicable under law apparently refers-to
"fair use" rules. How -reasonable that is' for modern information products where
the ultimate se'rs should each pay their fair share of the costs is a matter that
has not been-fully developed and one on whichi this industry has not yet formu-
lated a position. It is a matter which should be referred to the National
Colnmission

Furthermore, when it is contemplated, that this proposal would be coupled
with the library single-copy exemption,here appears to be no copyright pro-
tection left.

(e) The proposal if adopted would preempt not only much of the work of the
National Commission, but it would also deprive it of the benefit of day-to-day
experience developed as suppliers and users seek to work out within c isting
copyright concepts workable relations for the dissemination of information
.through these technologies.

This exemption 'is, ineffect, based on the assumption that enough is-known
today about the effect of the technologies on copyright and the dissemination of
copyrighted materials. It may very well-be true that this committee could, if it
assigned -this matter top priority,, come to an appropriate determination based on
what is known today. That record has not been established here today or in
previous hearings. As in othe. copyright areas, legislation can be based on an
extended record of practices developed between conflicting interests. What you
are asked' to do by this amendment is to enact into law the position of one of the
,parties and to ignore the practices and positions of the others. Wefeel it is prema-
ture to decide now upon such a major innovation in American Copyright law and
that the amendments, both the Library Single-Copy amendment and the Educa-
tion-Exemption should be referred to the Title II National Commission.

As we have argued with the Library exemption, the education exemption in
the clearest language is subject matter clearly within the jurisdiction of the
National Commission. We respectfully urge that the Commission be established
and assigned the fact-gathering function essential to sound legislation. As- we
bave earlier stated, we are ready and willing to be of assistance in working with
she Commission in this major undertaking.

CONCLUSION

We wish to draw the Committees attention to the significance of these two
amendments in an international sense. What protection U.S. Law provides infor-
mation will have an effect on how the information products of our technology-
based system are treated abroad. Some of our men.mers derive as much as 50%
of their revenues from foreign sales, from foreign users seeking to acquire infor-
matior, about the many aspects of the operations of our technologies, etc. The
U.1SR, only recently having joined the Universal Copyright Convention, has
also adopted a provision of its copyright law to provide for copyrigl t-free repro-
duction of printed works for "non-profit scientific, dadactic and educational pur-
poses." Information companies will have little to debate in seeking to receive fair
compensation from foreign users for their services if U.S. Law embodies similar
provisions.

Tilhe domestic effect ,of the amendments we have described obviously have
far-reaching implications internationally, particularly since the U.S. is not only
a major producer of copyrighted materials, but it id also a world lealer in the
development of information technology applications to their distribution. The
U.S. must carefully consider major innovations in applying copyright,rules to
T'hese nev,7 media.

We thank you for this dppop? lity to share our views with you.
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-OOPORATi MEMDCZB

ABC/CLIO, Inc., Santa Barbara, Calf, Richard Abel and Co., Portland, Oieg.
Academic Press, Inc., New York, N.Y.; Aen Systemin 'Corp., Rokllne,. Md.;
Auerbach Publications Inc., Philadelphia, Pa., Bell & Ho*ell, Wboiotr, Ohio;
Chase Manhattan Corp., New York, N.Y.; Cordura, Los Angeles, Calift; Congies-
sional Information Service: Washington, D.C.; Data Courier, Inc., Lohiivyille,
Ky.; Dat. FlowS8ystems, Inc., Bethesda, Md.; Data Search Co.,,Des Plains; nIl;
Dun & Brad.street, New York, N.Y.; Encyclopedia Britaniica/Aducation Corp.,
Washington, D.C. ;. Environment Information Center, Inic. and,'Frost,& Sullivan,
New York, N.Y.;

Greenwood Press, a Division of WilliamhouseRegency, Inc., Westport, Conn.;
Herner & Co., Washington, D.C.; Information Clea'ring House, New York,_N.Y.
-Information Design, Inc., Menlo Park, Calif.; Informatibn Handling Services,
Englewood, Colo.; International Data Corp., Newtonvllle, Mass.; Iiternational
Development Center, Kensington, Md.; Instltute for Scientific Inforimation, Phil-
adelphia, Pa.; Leasco Information Co., Silver Spring,,kMd.; Leasco Systemg &
Researh 'Co., Bethe'sda, Md.; Lockheed Missiles & Space Co., Palo Alto, Calif.;
McGraw Hill, Inc., and Macmilian Information Corp., New Ybrk, N.Y.; Micro-
forms Intern'l Marketing Corp., Elmsford, N.Y.; Monitor, -Inc./Congressional
Monitor, and Natio'nal Congressional Analysis Corp., Washington, D.C.

Jeffrey Norton Publishers, Ine., and New York Times, New York, N.Y.; Phar-
maco-Medical Documentation, Inc., Chatham, N.J.;.Plenum Publishing Corp.,
New York, N.Y.; Predicasts, Inc., Cleveland; Ohio; Readex Microprint Corp.,
New York, N.Y.; .Reesarch Publications, Inc., New Haven, Conn.; Time, Inc.,
New York, N.Y.; U.S.. Historical Documents Inst.,.Inc., Washington, D.C.; John
Wiley & Sons, Inc., and Garwood'R. Wolff & Co., New York, N.Y.; World Meeting
Information Center, Inc, Chemtnut Hill, Mass.; and Xerox Corporation, Stanford,
Conn.

WMN Jr 9 SOOlTSMiMB!EM (NON,-VOTING)

Almqvist & Wiksell,Uppsalh Sweden; Arrow International, and Fuji Corpora-
tion. Tokyo, Japan; Information Retrieval, Ltd., London, England; Opidan Sd-
ences, Inc., Toronto, Canada; Orba Information,, Ltd., Montreal Canada;-Over-
Seas Data Service., TokYo, Pan; Thomson Dita, Ltd., London, England, and
U.S. Asiatic Company, Ltd., Tokyo, Japan.

ASSOCIATU MEMBES (NON-VOTRO),

Composition Technology, Inc., Cambridge, Mass.; Inforonics, inc. Maynard,
Mass.; IBM, Armonk, N.Y.; Multiprint, Inc., New York, N.Y.; Publicate, Inc.,
Washington, D.C.; Publishers Development Corp., New York, N.Y.; 'and Rocappi,
Iilc., Pennsauken, N.J.

Senator BuRDICK. Thank you. We are recessed until 10 tomorrow.
[Whereupon, at 4:30 p.m., the subcommittee recessed to reconvene

at 10 o'clock a.m. Wednesday, August 1i 1973.]
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WEDNISDAY, AiUGUST A, 1973

U.S. SENaTE,
SUBCOMMITrEE ON PATENTS, TRADEMARKS, AND COPYRI;GHTs

orF TE COMirrEoN THE JUDICIARY
Warghitn, D.C.

The committee met, pursuant to recess, at 10 a.m., in room 1114,
'Dirksen.Senate Office Building, Senator John I. McClellan, presiding.

:Present: Senators McClellan. [presiding],, Burdick, and Fong.
Also present: Thomas C. Brennan, chief,counsel.
Senator McCOLE.N,. The committee will resume hearings this morn-

ing under the same general guidelines and procedures that we.observed
yesterday. I think everyone is familiar Fith them.

WTho is our first witness this morning ?
-Mr. BRENNAN. Mr. Chairman, the committee this morning will con-

sider the cable tlevisioiin royalty schedule, and the first witnesses ap-
pear on behisf o6i the Motion Pict,:ire Association.

MIr. Vai6hti, will you identify yourselfand your associates for the
record ?

Mr. VArENTI. Mr. Chairman, I am Jack Valenti. I am,president of
lthe Motion Picture Association, and with me-is Mr. Gerald Meyer of
theNizer law firm of New York who is counsel for the committee; to
my left is1Herbert. Stern, of MCA, vice president, who is -a member of
our committee; Mr. Gerald Meyer, counsel and to my far left is Mr.

iChester Migdin, who will speak briefly-later.
I also have members of our committee in. the rear, including Mr.

Arthur Schiiner, who -is associate:to Mr. Hadl, attorneys here in %Wash-
ington, as well-as member of our committee and Dr. Robert Crandall,
associate professor of economics at MIT and Mr. Lionel Fray, our
consultant of the economic consultants, Temple, Barker &-Sloane, Inc.

,SenatOr MCCELrLAN. Veryiwell, Jack. Do,you have a prepared s;ate-
ment?

-Mr. VArENTZ . Mr. Chairman,, we have a statement; I-have some notes-
that'I'm going-to speak from.

Senator MCCLELLAN. Do you wish-to have this printed in tha record?
Mr. VA-lTIr. Yes, sir.
'S'ator McCLELLAw. All of it printed in the record-?
Alr. YALENTi. Yes, sir.
'S.enator MICLELiAN. Very well, it will be received and- it may- be

printed in the record in full.
You may proceed.

(277)
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STATEMENT OF JACK VLETI, PRESIDENT, XOTION PICTURE
ASSOCIATION OF AMERICA, INC., AND CHESTER MIGDEN, ON
BEHALF OF FIIM UNIONS AND GUILDS ACCOMPAED BY;
GERALD MEYER, COUNSEL; LIONEL FRAY; CONSULTANT: ROB-
ERT W. CRANDALL; AND DAVID HOROWITZ

Mr. VArENT. Mr. Chairman,.my time is obviously very brief. We
have a total of 20 minutes, and that's only a fragment of time, and I
am going to get on With this.-I will begin at thievery beginning.

As you know, in 1971,.in order to hasten the passage of the copy-
right legislation, negotiatiofis were begun at that time between the
broadcasters, copyright owners and cable systems. Those meetings,
as you know, were.sponsored by Chairman Burch of the FCC and l)r.
1rWhitehead' of 'the Office of Telecommunications Policy at the White
HI-ouse.

In November of 1971, the now famous consensus agreement was
simled bv all three groups. There were compromises made in those
three positions, Mr. Chairman; each side gave up something in order
to reach an agreement in what welthought was an absolutely essential
agreement before copyright legislation could speedily pass, the-
Congress.

As a result of this agreement, most distant signal :carriagesrestric-
tions were lifted. nCable systems were permitted to import programs-
from distant cities. The freeze was off and expan sion of cable lad:
begun.

Now, all parties to thifs agreemeht'pledged themselves to support the
concept of a speedy passage of the legislatioi, and also the concept
of an- arbitration tribunal-that would be-put in the bill if the parties
could not agree on a private schedule of fees.

, Now let me read to you the specific paragraph in the consensus agree-
ment which nails down and fastens down this kind of support that
all three. parties gave. "Unless a schedule of fees covering the coI,-
pulsory licenses or some ~other i.ayment mechanism can be agreed
upon between' the ,copyright owners and the CATV owvners in time
for inclusion in the new copyright statute, the legislation would
simply provide for compulsory 'arbitration failing private agreement
on- copyright -ees."

Shortly after the consensus agreement was signed, Chairman Burch
wrote Senator McClellan and said: "WeVe-believe that the adoption of
the consensus agreement will markedly serne the public interests."

On the 31st of January, Seinator McClellan: replied :to Chairman
Burch, and I would like to quote from that letter, because I think it is
important in this'aspect of the arbitration tribunal. Senator McClel-
lan to Cliaiman Burch; "As I have stated in 'several reports to the
Senate in .recent years, the CAlwV questi6in is the ofiv sigrlificant ob-
stacle to final action by the Congress on a copyright tiJil. I 'urged the
parties to negotiate in good faith to. determine if they could reach
agreement on both the communications andl copyright aspects of the
CATV question. I commend the parties for the efforts-they have made,
and believe that the agreement that hasbeen reached.is in the public
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interest and reflects a reasonable compromise of the positioni of the
tvarious parties:"'

Now, shortly thereafter, John Gwin who was the Chairman of the
Board of NCTA communicated' with the Committee of Copyright
Owners and asked- our support inimplementation of all the piovislons
.of theconsensus agreement and particularly-the support of copyright
owners in opposing any reconsideration of the FCC's report and
order's unfreezhig the carriage of distant signals.

Now, we agreed to that and we agreed to it for a very special reason
which we reported. to Chairmnan.Burch. We told ChairmaAi Burch, we
-told the Chairman that since all parties had agreed to support the con-
sensus agreement, and in view of the exchange of letters between Chair-
man McClellan and Chairman Burch, the copyright owners were sat-
isfied that the legislation implementing the consensus agreement would
go forward and that all parties would support the consensus agree-
ment and redeemn their pledges of support for that provision which
calls for the arbitration tribunal.

Therefore,-the copyright owners said, we have no objection and we
will not oppose the unfreezing-order put out by the FCC.

Now these- rules went into effect, as you well know, on March 21,
1972.

Thus the copyright owners received no benefits in the consensus
agreement and 'the cable systems received all that they had bar,
gained 'for.. Negotiations began immediately. Mr. Chairman, as the
consensus agreemient ordered, if we could. find a private agreement
on a fee schedule that we could present to you for inclusion in the
bill

Now, the consensus. agreement ordered this, and both sides sat down
to talk, but it became very clear that once the unfreezing systems

e[Edltor's note: A letterifrom Chairman John L. McClellan . C'hairman Dean Burch,
,dated ,Magy 5, 1972 follqgws:]-

MAY 5, 1972.
Hon. DEAN BuRcH,
.Chkwirrian,P.ederallommunicationm ommissaon,
Washintgton, D.O.

DEAR MR. CH AIRMAN:, I have been informed of the decision rendered on
May' 2nd by the Uilited States District Couit -for the Southern District of New
York.,in -the- copyright infringement case of Columbia Broadcasting Systems, :Inc.
v. TelePr6minpTer Corp. holding that the retransmission of broadcast -signals
by cable.systems does not constitute a performance of a copyrghted work and
consequiently does not violate the cbpyright statutes.

In view of this development, it may be useful for me to restate my-view-
and I -believe -that-of all the--members- of the -SenateSubcommrittee -on-.Patents,
Trademarks and. -opygights,--that cable television systems should be :subject
-to the copyright ,law and- that generally such systems should pay reasonable
copyright royaltles. It remains my- inntedn to seek the enactment of the-legis.
lation for :general revision of the coPyright law at the earliest fea1ible date,

The.Subcommittee after careful review'and study -over- ani-extended i period pf
,imeiapproved, what is Sno*w Sectton 111 of -S.. 64 which contains an. initial
,schedule ,of royalty ,rates, .provides for the. creation of a Copyright Royalty
f:ibunal to ,re'iewi,and adjust royalty r~ates at periodie intervals, and-establishes

procedures for the collec/tioni ,nd' distribuitiofi of the royalty paiymients. ,It-is my
,oensidered', udgfmnfit tiat-tlieseprovistons of Section 111 areeminently fgir and
reaionable:andfmnustbe a.pa it-of anynew bopyright-law. ·

-With kindpersoal: regards,,jT am
Sincerely, .. H. M.......

Jon*~ ~ L. MD iciEL
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noticeably changed and noticeably stiffened. In more than 60 hours of
exhausting and tormenting negotiations, it became very clear there
would be no agreement reached. Deadlines were continually length-
ened and it finally became very plain to us that cable systems had no
intention of budging off the fee schedule which -was put in the bill.
They had determiied that that was where they were going to make a
stand, and they did.

Now we find ourselves, Mr. Chairman, in a difficult position. We
pledged our support to the consensus agreement, we gave our word,
and we redeemed it. Cable systems got everything that was in that
consensus agreeent, utthe key element, nt, the key element that the
copyright owners believed that would be honored was, in fact, not.
honored at all.

Now I could spend more time, but in the interest of time, I want to
go on to what Iconsider to be another key point, Mr. Chairman, which
is the inad6-uscyv---

Senator 3McCtriL&a:.- The what ?
Mr. VALENThL The inadequacy/of the fee-schedule. I want to cite to

you two crucial points-at lest :to perhaps our biased eyes-but I
hope that an unbiased observer wouild feel the sameaway. We believe
this fee schedule is neither adequate nor appropriate, now let me tell
you why.

Point No. 1, we are notbaware of-any economic evidence of anykind
that corroborate the feeschedule which is in. S. 1361. ToQour knowl-
edge, there has been no fatfinding efforts of any find whice preceded
the insertion of that feetschedule-in S; 1361. There is no kinship in
these fees, in our judgment, sir, to the. reasonable value'of the copy-
righted programs that weproduce and go out on- the air and whether
or not these fees would reasonablyccompensate copyiight owners for
the expected loss of value in their programs. That is point No. -1.

Point No. 2, the complexity, the elaborate material, the tormenting
detail that.exists in setting a fee schedule, -is enormous. It has been our
conviction-in 20 minutes, I cannot even begin to make a compre-
hensive statement to you: I am not even sure'it could' be done in 20
hours. But tlie examiiiation of a fair and reasonable fee schedule sim-
.ply demands the full-timae scrubtiny f a:body of experts.

That-has been our contention, sir, and eveunif the fee schedules were
higher, they woild' still be, artificially based, without- asolid base of
:facts or without a sturdy rostrum of research, ,and that is also our
contention.

Now whiat webare-advocating, Mr. Chairman, are fees that are just.
and reasonable;,that is all. We believe'that you canhot have just and
reasonable feesuiinless-you have' a. ciref il exanination of all the under,
girding facts on 'hich you build your edificeof6a fee schedile..

Now T1ereare many areas, sir :that we have riot evenbexin ito'talk
about. I wanttqb to tothis subcommittee some of these:variables;
the location of the system; the num.berdf signals it carries; the value
.of programs carribdy We sytem; the size o ite syse the penetra-
tion.:of its firachise areas; saturation 'of the' television-;marlet in
whicl it '6perates; the ageand stageof:6development of thiesystem i;in-
vestments necesary to construct the facility ;amortization of' 1ts capi-
talqinvestnint; allocation of the investment in its plant to 'ret'ransmis-
sion- 6o'fbr'aisdc as'" contrasted and distinguished' from-otlqer activi-
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ties, and literally dozens of other variables that;are. inherent in the
study of a fee schedule. I submit, sirs that this forum, fair and thought-
ful as it is, is not equipped to deal with this mountainous task., It is
'ust too much; it demands too much of busy.Senators who haveiother
duties

That is why the arbitration tribunal was agreed upon in the first
place in the consensus agreement. That is why it is indispensable, at
the very outset, to set the standards, the procedures, and the pains-
taking attention to detail~that this kind of .fee setting deserves.

Now I also believe,< and my colleagues believe that the arbitration
tribunal is fair because it is beholden to neither side. I would not for
one moment tell-you that both NCTA and our groups are totally objec-
tive; of course we're not weeaeh 'have an ax to grind. Therefore, while
I do believe the Senate is objective, I am saying that the Senate does
not have the time-nor the House--to deal with -this. Therefore, I
would like to go to an objective body with the time to consider the
detail.

When one looks at this bill, Mr. Chairman, they say, my goodness,
at first blush, the large systems are going to pay a royalty fee or copy-
right fee of 6 percent. That is not true. This is a progressive rate
schedule from 1 'to 5 percent based on different levels of income in
which the 1, 2, 3, 4, and 5 percent apply to these different levels.

That means, Mr. Chairman, overall this fee schedule yields an effec-
tive rate of 1.9 perebnt, and from this modest sum all--repeat all---
copyright owners, film producers broadcasters, music composers, all
must share in that modest sum.

To put these figures in the proper perspective, let's see what they
mean. The FCC published some data which is very pertinent. Thley
pointed out in the year 1971, the individual television stations in this
Nation paid $179 million in the -year 1971 for the licensing of non-
nitwork copyrighted material, $179, million. Now, if the fee schedule
in S. 1361 had been in effect, iin that same' year cable systems would
have paid for that same material $7.6 million.

Now by whatever standards or what measures you choose to lay
down, we think that is grossly inadequate in a -return;

Now the cable systems are.economically viablek and able to pay
larger fees, surely larger than is in S. 1361, i.,bqond any doubt as
far as we are concerned. We have gone-to the-expnse of commission-
ing a study bt two distinguished economists, Mr.. Fray of Temple,
Barlker and Sloane, Inc., -and Dr. Crand9ll, associate 'professor of
economics:at MIT, to study, to:find out the capability'of cable systems
tiday -topay- fees tomorrow. I' think Ithis study graphically illu-
ninates :tihe factthat cable systemsi even after deducting the .S per-
cent return on- investment. which aiyv bank would be' pleased' to ioan
money on, I am sure; even on the deduction of the 15:percenttioyalty,
there'arre" cosaiiderlable 'to nay ta higher, fee, much
highier:than hS 1361. : - '

-Now I doh'it Ive 'ti e,,Mr,'. Oh'inaran-.
i Senator 'c( L_ fN. Is that'study in the material i
' VMr."V.iLmN .es, sir; it is in thebrowii cover'.,.
;"Iami hpef-if;Mr. Chairmn, bbcause, :if i .maysgay a word. within

the ttinmeframe'that I halve, iam not sure-I do.not have time to- dis-
ccuss this; '! am :ihopefulthat' u might see fit, :sir,t aask 6me queEs
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tions, pertinent questions about this study to bring out the source data
and how it was developed and what it means.

Senator McCLELLAN. Well, I luve not seen this-study, and'I did not
have the opportunity to review it, but I am saying-

iMr. VALENq. I cannot argue with you on that point.
Senator McCLELAwN. I'm saying to you, arid all of you, I do not

necessarily mean for this to be final, 'but in order to get the thing in
motion again, we set these days, to give everybody- a chance to present
their views and as you know, of course, you have the right to submit
rebuttal statements and whatever you want to. We are going to try
to make a complete record.

But as you indicate, this seems to be a very, very complicated-and
in fact, we know it is complicated-and we want again to bring the
record up to date. That is what we are trying to do.

Now, if we did not limit it, limit the time to some extent, it would
go on here-for months and months. I am sure, when we get this record,
we will tly to have it reviewed and we may fill-in some gaps, of course,
if we need to.

Have you finished?
Mr. VALEzIr. I have just about 2 or 3 minutes to go, Mr. Chairman.
Senator MCCLELA N. Go ahead. I will ask you a question or two after

you have finished.
Mr. VALENTI. I was just going to say, we do not have time to present

the study, but as you point out, it is in the record there, and I hope
the committee will have a chance to examine it, and we might have a
chance to expand on it some other time.

But, let me make a few concluding remarks.
One is that the overwhelming argument in favor 0o an arbitration

tribunal is simply this, Mr. Chairman. You ask two.'quetions: is it
right and fair that a, fee schedule should be-set after all examination
has been maide of all the evidence, all the facts have been weighed in,
all the variables have been tested and scrutinized; or is it right and
fair thata fee schedule should be set artificially unacobmpanied, by
facts or data whose numbers and arithmetic ,were plucked out of the
air with no claims to study or to any factfinding procedureS

Well, the answer to those questions is quite obvious; that is why it
makes good sense. And I wish I had more time, as I?'say, to discuss it.

I will make my final comment.
When this bill was first introduced:by Senator MeClellian, the Sen-

ator indicated that the cable television provisions: n the billl!would have
to be reexamined in the light of evidence since Deeinber i9.69.

I would, like to respectfilly ·submit' to you, sir, that we have some
suggestions for changesmwhich the copyright owners ,consider.essential,-
and there are four or five' andI will go quickly through them.

The first is that' the granit of compulsory license to cable ,systems
with appropriate, limitations on its, scope be made. In ,our detailed
statement to the committee, we'have told you what we mean by this.
The consensus agreement-provides, -Mrl Chairmanj,that the ctinpil-
sory license shall be limited) to "those distant signals, defined, and
authorized. under the FCC!s:initial ,package," of .coursewith the local
and grandfLathered signals aidditionally.. Tlherleet.n~smision iby a cable
system of distant ignsiailbeyond the compulsorylicense sholild be sub-
ject to full, opy rightrection. Further, as Iporvided for in thie con-
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senrsus agreement, the FCC would not "be able to limit tile scope of
exclusivity agireements as applied to such signlals<beyonldithe limits ap-
plicable to over-the-air showings."

That is suggestion No. 1.
Suggestion 2 is a very importtant one, sir. IWe believe that the-basis

for tlie computation of fees should be spelled out. Tile statute'should
provide that in readjiisting thle.fees, the tribunal slould have broad
powers to set and' adjust the fees both with respect-to the manner and
methlod with which it is todbe computed and' the base on which the
fees are to be assessed.

The third point, thelanguage in:thIe bill- should be changed to pro-
vide that the arbitration tribunal shall. make determinations concell-
ing the adjustmient. ofthe copyrilht;royaltyfees as spelled' out by sec-
tion 111 so as to assure that such fees are jtist and rea/sonable. Whiat this
secti.on says-now is that such fees shall co.;inue:to be reasonable.

Well, if- we're going to have S. 136i asit it , 'then this must be that
the fees must be adjusted reasonably, not to.continue, because at-this
point we do not believe that they are reasonable.

No. 4,,we need a clearer definition of what is a cablessystem; and
5, we need a reexamination of the overly broad governmental and non-
profit organization exemption.

Now, MIr. Chairman, ' have taken about 16 minutes; and I would
like to, in the remaining 4 minutes that is on our allotted'time, I would
like to have speak to you briefly a gentleman- who represents thie Screen
Actors Guild, Mr. Chet Migden, who is executive secretary of the
Screen Actors Guild.. He also represents.the I.A., which is the craft
unions; and we are speaking for them in California and throughout
the continental United States, and unoffiCially representingthe Writers
and,ActorsGuild. In short he representssth6 labor and technician and
crafthien community in the fim industry in'the United States. Aiid
I ,would like to h-aveMr. Migden,.Chet igden of the Screen Actors

S64nato0r MCCLELtAN. Very well. We will be glad to hear him,. but
I woiild askyo.u two or three questionis..

Mir. VENTI.L Yes, sir.
Senatobi, ,McCLEL;lA. Have you submitted in your document he. a

schedule of fees thatyoquthinlk proper I
-Mr. VALiEN. No, sir. We have not.
Senator MCCLEL LAN. Do yOU wlsh--to submit to the committee a

schedule of, fees that you think proier. ·
Mr. VALENTI. Mr. Chairman, to b6
Senator McCLELLS.m Somebody,'is going.to have to lookat some pro-

posals, whether we.d.itor. arbtrators oi somebody else.
, Mr. VALENT. Mr.Chairnman, may, tell youvery honestly the-reason

whly e did. not. This has been,.examined,,and , mustsayI looked on it
-with some, .,or;, ,butto .e perfectly lbiiest,,,wedetermlnedn ot' to,sub-
mit a s. pwific ,fe lchedue b 'cau.s. of' the r:esult .of our,, :negotiatins
with: Cable Sys.'eixTaM t Ochedulp.tht e we uld.submit .toyooui then
Woukd beAcqoxeprteiltpswhichever one you cholose to call
it, from whch-e.neg t aitonsupiidghe .

w-,oe Xoulew, l h ii g bitiasi i uleti ffeesif Cable Systems
Old al bmip ~the~ .hedilf.,;f ,ihgy have not,moved one

]offfffithO i:9:;elf ylTr ate. W~ 'hve6ma 'eseveral aettempt.co-
p~~1plee ,0i.4 Ctlla go for Ara,?, ~, e



284

We are just afiaid. to be honest and not try to beat around'the bush.
if we submitted a schedule that would become basis for nev negoti-
ation, and we would constantly be pushed down. And;tlhere is no other
reason, sir, why we have.not.

Senator MC'CLELLAN. It looks to me like somewhere, sometime each
side is going to have to silbmiit a proposal, either here or at the atrbi-
trators. I do not see any way to avoid it, do you ?

Mr. VALETI. Excuse me. sir.
Senator MCCLELLAN. Do you see any way ultimately to resolve it.

unless the proposals of the conflicting parties of inter/est be submitted
somewhere for evaluating.

Mr. VALELNTr. Yes, sir. I think with an arbitration panel, we would
be'obligafed to submif what we think'isia fee we ought to have, or at
least to bring'before the arbitration tribunal all the evidence showing
expected loss of our progi.ms. fractionalizaticn of our audience, and
holy the values of our programs: haveqdecreased. Andl by submitting
this londossier' of facets and figures, we might come forward with a
fee schedule.

Senator McCCLELLAN. I agree with you that this is a very complicated
thing. r do not know all tihe answers. I do not knlow anyone who does
know immediately; but this has been a pending matter for quite a
long time, and I assume, or am certain that -the parties of interest
would be able to give us 'some suggestions from ltheir standpoint.
something concrete for ustc. look at.

'Mr. VALENTL. Mr. Chairman. I could not agree with you more, but
thie realisms of the negotiating jungle tell us that e wouild be making
a ,rave strategic error, because just as surely as night follows day,
that fee schedule would, become the basis for new negotiations; that
would become the ceiling; and we would be plished down and do'wn
and down.

Ana I- feel'liIk frankly, to be honest again, that we have made sev-
eral attempts at compromising. I think that your staff and' others
hlav'e been awaife of that'each time we 'have not gotten anywhere, and
indeed, it has ended our position without any atteript to gloss over
it. As a matter of strategy, we felt like this would be wrong for us
to di1'that'

Senator MICCr.ELLANq. It seems to me if both sidles take thie position
that they do not want to submit anything for our cons'ideration, for
its to evaluate, it seems'to me that we are going to be left here, if we
do.undertake to fix fees, just take sofiething out of the air tliat a~ppeals
f.ocus.

An.d;I do not'th'inlkafter we do that, if ie are:not-giVeen.the assist-
ance, cooperation from those whboaresuggestihg'relief they ivahit, if
they do 'nof give us something concrete to base it on, I do" not think
yqil have'much justificati6i for complaint.

Mr. '7ALBNTI'r. Mr. Chairman, esponiding to'that, of'couirse our con-
t'ention"has -been that'we have already s§ibmitted a proposal, and' in-
le.ed, a proposal'tihat was agreed, upon at an eiHlier tiine by the cable

systems; and' that .is, the insertion-'of the :arbitration .t'ibunal: at the
outset.'That is really what the cdgitr),obrs;hias~ .'eni. about.,

Senator McCLELrjI AN. Well, tha/t is one i sue, and' Itam nbt excluding
that ,issue. I 'am going to point out tloughi thatiif the committee 'does
undert, ke-I am ndotsaying they -w'ill-bu"t'if ie -shoeil iu'ndfitakLe
to establish fees, or temporary fees.;until -arblitritors:ormie s land;
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proper'tribuna], could make a thorouglh investigation about what you
suggest-untilithen, it would be well if rwe had-some suggestions and
reasonablebasis for us to evaluate it.

I am not at the moment-I am not insisting that you do it. I am
·leaying-it largely up to you.

Mr. VALwTrI. All right, Mr. Chairman.
Senator MCCLEr,.LAN. All right. We will hear your next witness.
Mr. VALENgTI. Mr. Migden-
SenatoriMCCLELLAN. One other thing, JAck. Maybe you can he help-

ful on this.
Mr. VArENTr. Yes, sir.
Senator McCLELLAN. We have a problem in this connection, and I

think maybe you should comment on it if you have not. I do not be-
lieve I heard you. You may have in your formal.statement.

WVe have ' request. only a request-it is kind of an urgent appeal,
let's put it that way-from small cable TV systeins chat they be exempt,
some of them. I-had a wire this morning fromn Louisiana.

But they are requesting--I suppose you know that-that systems
with 3,500 subscribers, and anything less thani 3,500 subscribers, be
exempt.,

We of the committee have not as yet looked with favor on that. Some
of them make a pretty strong appeal from the standpoint they just
cannot afford it. I would like for you to comment on that, if you will.

Mr. VALENTI. Yes. I would be pleased. to, Mr. Chairman. A short his-
torical background--in the give and take of hammering out a Con-
sensus agreement, one of the concessions that the copyright o~wners
were pleased to make in order to have an arbitration tribunal at the
outset, in returni for that, one of the returns .or that, we were willing
to exempt from all copyright liability, assuming the arbitration. tri
bunal. went in at the outset, copyright fees from markets, from cable
systems independeiltly o;ined with less than 3,500 subscribers; inde-
pendently owned, what we call the mom-and-pop type station.

Senator MCCI ELwLN. And so there would be no objection on your
part, as I understaid it.

Mr. VAiENTi; Assufming that the arbitrational tribunal
Senator MCCLELLAN. In other words, if yoy get your p6int on the

other issues, you would waive that; otherwise, you do not.
Mr.' VALENTi. Yes, sir. That is essentially correct, Mti. Chairman.

That -was part of the constitiction thlat vas built into the iolmq.nr~l,
agreemient.

Seiato6r,McCLELi AN. I know. I have been getting some wI s -and
communications lately from:the smaller systems, 3,500 and under; and
I thiink you slhouid speiak to th.e point. '

M r.' VALEN, ¥Yes, sir. Did I respond to yuc all right, sir .
'Sentor MCCLELLAr . Yes.'But I thought yoi should be given the

9pportinity to commenit on'iit. o .
-All right. Whio i yoir ieit witness ?'

Mr.' VALEri.. Thi{s isMfr. Chet:Migdbn akain.
Senator McCLrEL AN. Mr. Midgen, all right, sir.
Mr.fi2. .Mr Ciai'miaii, I wisih t'thanik the pommittee for ac-

cording me this. Oppirt'ini, , and: I ill tr' 'i bridf, to appear be-
fbre you. AnndI would like to thank Mr. Valenti for giving me a por-

tion of his time to do this.
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As this committee is aware, the motion picture industry is an in-
dustry that directly employs thousands of people an'd indirectly pro-
vides thel payrolls for tens of thousands more.

The skills of those .responsible for the production of films range
from those of the actors, writers, directors, composers, lyricists, pro-
ducers to those of the technicians on the sets and- in the studios, the
costume and wardrobe designers and makers, carpenters, pain.it'erselec-
tricians, and all sorts of crafts and skills that make the motion picture
possible.

All of these men and women depend for their livelihood on the
-income derived by the industiy from various uses of the films produced.
Specificilly, their compensation depends on the copyright fees paid
for the us, of these films in theaters and on television.

For marty years, collective bargaining contracts with all of the
major motion picture producing companies and independent motion
picture pr):ducers have been in existence..which provide minimum conm-
penstion and working conditions for the creative and technical per-
sonnel associated with the production of motion picture films.

With respect to films made specially for television and to series pro-
granms such as dramatic shows and situation comedies, the ones we -ee
so much of on television, the-compensation which these .rouns .receive
isdirectly geared to the number of ti;-es the films is replayed.

A similar system also applies to tiieatrical films sold for television
exhllibition,. butIthe compensantion in this case is geareA to the pro-
dueer's gross receipts from ;sich exhibition.

fmanv years of ,tudy and effort have been expended by the different
unions in negotiations-with the producers to establish this system of
compensation, and they have proved to be the fairest and most equitable
way of compensating the creative and technical elements which con-
tribute to the final film product.

Any copyright royalties collected by theiproducers and distributors
of television programs from the cable television.indilstrv would add to
the filndgout of which this. conpensation is pOid. Thlis,, the qie.stion
before the committee today-namelyv. a convright kroralty, schedule for
the cable television industry-is of direct in, erest to thfe organizations
I represent.

'I understand that the cable television iildustrv concedes that it
should pay copyright. royalties and that the only issue before 'he com-
mittee is h'o W.much those royalties should-be.

In cniade.ring .theperimeiteis-of a fgi'r ahd eanitable c0i*i'iht : fee,
I believe itis imnortant to consider the compensation prevent!y derived
from the. exhibition and replay of television.pirograms by tje'unipa.
For example, for the year 1072 the compensation paid to Se'reen Actors
Guild members :for the television exhibition of theatrical feaitre films
totaled.something'in excess of $21"'million. During'tle satie zeriod the
compensation for residuals from the replay of features nmde iOr tele-
vision and series programs totaled. something in. excess of'S$'!T,875.OO0.
If we add the other unions, writersand directors alone,yo'i could dou-
ble those figures. . .

Turning,to thecopyiglfe.t. she opye contaihed in-S. 130,.the'effec-
:iverate provfided approximates i.93- percent of.the',g'ross, rvenv es of
'th.e cable'.te:e'vision indu!stryior-approxinately $,7;68 mliliii baedI oni
figures for'theyye{ar 1971.



287

This fee, however, would not be payable to only the motioll-jicture
producers. It would have to be shared- by motion picture producers,
networks,-broadcasters, perfonning'rights societies and many others.

In short,-the portion allocable to the motion-pictlre companies and
thereafter by a' further percentage reduction to the organizations I
represent would be so negligible as to be meaningless.

More iinportantly, it would not come close -to approximating the
losses in revenues that the copyright owners would sustain, and thereby
the unions would sustain, because of reduced license fees-attributable to
the ability of cable systems to retransmit television signals as permitted
by te FCC.

Bised upon these considerations, it is our sincere view that tn,.pres-
ent fee schedule should be revised.-Of course, one method of achieving
such a result would be to replace the present schedule with a different
one.

We share the view, however, of Mr. Valenti, that the fairest apnproach
to determining a justnand reasonable license fee schedule i-to submit
the matter to binding arbitration between the parties. This is the
method of'determininglthe license fees that the parties agreed to unmer
the consensus agreement, and it would be the most impartial method
of determining an equitable fee schedule.

I can attest that in tCle contracts which the unions negotiate with
the motion picture companies, which contain compulsory arbitration,
have proven :to be a most effective instrument for the settlement of
comparable problems.

Accordingly, on 'behalf of the Screen Actors Guild and' the other
.unions for which I speak, I urge that the fee schedule presenitl con-
tained in'.section 11i of S. 1361 be deleted and that provisions provaiding
for compulsory arbitration be substituted-to determine a just and rea-
sonable.`copyri'ght fee-schedule for the cable television industry.

Senat~orlMCC.LELAN. Thank you veryuii- inwh.'
': iopo have anything further? '
'M. ' V¥iLE".3 rr. Chairman. we have(taken 201/2 minutes, whichi is

o.,e:half miniute more than you gave is;: and we are Ograteful to you.
Seiiatr 'IMcCLELLAN. WCbhave extended the time here. I have been

basking questions. I have beeni doing that, on our timei trying 'to help
bring points that I thought were essentialito this record;

I' would like to make one coimment about youir testimony where you
say -that you understand that the cable tefevision. indiitry concedes
that' it shouid pay copyright royalties'anwthe only issue is the-amount.

I mnaysayj to your that in the very lbegniiing, even after'tie court
decision' that iidicated maybe-they were not liable for fees, aschair-
man of this commiittee and :sposor of t'tis :bill;, I took the position
that they'shobild pay some fee.

'The prioblem all the time'has been theamoiiount .and. originally the
idea 6f placing these fees in there wasto get *something- started., We
have'lost time 2 years :possibly; by not; proceeding to get something es-
tablished: by law, ahid th machine'ry wherebyit .c6uld be carried' on.

Fro'mmy viewpoint in te beginning that seemed fair, and it seemed
like tLenright approach or the probablebest, pproach, since the parties
were so far in'di grenient, b 'bing this thing t-a conclusion and
g1etthe prioblem 1resolved. Noii to everybody's satisfaction,'no. I.do not
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anticipate that, nor will the arbitrators probably accomplish that
.miraculous feat.

But it -was trying to make progress and move the thing, and once
you get the system established under this.bill--as it is.now, you would
have a cotnstant review of adjustments being made. Maybe this is not
the way you folks want to do it. This is not the way that anybody3 con-
cerned wants-to do it. But this approach was made with the sincere
objective of trying to find the solution and put a solutiori in motion.
That was our objective.

And my position from the beginning has been, and it is now, that
they should pay some fees. Apparently, no one knows what.is right.
Some- have different viewpoints about it, and somehow v e are going
to try to resolve that.

.Mr. MiGDEN. .I appreciate that, Mr. Chairman.
Senator ~MCCLELLAN. Mr. Valenti, this time I am using is not charged

to you.
MIr. VALFrNTI. Thank you, Mr.'Chairman.
Of course, you- really got to the gristle of the problem, Mr. Chair-

man, on which we have diverged from the cable system, the NCTA,
on the fact that these fees are nominal going in in order to get it
started.

It has been our contention though that any fee, whether it is tem-
porary or not, does have an enduring life of its own; and no matter
what language you put in the bill saying it would not create precedent,
and it is not intended' p influence anybody, the facts of life, sir, i's
that, it does.

And we believe that artificial fees, artificially set without fact-
finding, without any rostrum- of research or arithmetic, is bound to
impair fees that we think are justt.nd reasonabl.

And that is why we have strenuously objected to it. That is why
we believe that the arbitration tribunal at the outset is the- fairest
method of doing it. And to-this hour we rhave -not heard from those
who oppose.the arbitration-tribunal as to what are its liabilities.

Surely, an arbitration tribunal is-fair and- has mor-c ubstance than
artificial fees, and I say in ail -respect, sir, that is really the problem
That I think you illuminated right there.

Senator MOCLELLAN. What aboutLthis royalty tribunal that we un-
dertake to set up and'establish in the bill?

Do-you oppose that?
Mr. VALENtrI. Oh no, !:. I ar .using royalty tribunal and arbitra-

tion tribunaL interchangeably. Our objection to it, sir, is that it is 3
years too- lae; -that it shoui!d- have started at the very beginning be-
-cause it must come in and begin adjusting artific(ia fees.

Now, let's suppose, Mr. Chairman, that-the fee of 1.9 percent and
the royalty tribunal thought it, ought to boe 5.7 percent; that would
be a 300 percent -increase.

Tow, you can imagine the criesof-anguish- thatvwotld'be set up all
over this country saying you cannot increase my -fees,300 percent, for
God(s sakes. So no matter what fee you put in, if it is artificially con-
structed. it throws a tarnish over the whole system of fee schedulc.

Senator MCCLELLAN.,I do not-think it would if we had a little more
help from the paties of interest as to what the right fee-is. WYe do
,not have that.



Mr. VALENT. Yes, sir. I have,-to agree with yqu on that, mut-even
so, what we think is the right fee may not be what the NCTAthinks
is a right fee.:As I said, there is bias on both sides;. and I admit 'that
very plainly, sir. And I would not expect my views to be taken as
inillible by the NCTA or vice versa,

That is why it seems so plain to us-that the arbitration tribunal
has been shorii of all these liabilities. It is objective. It has no.bias.
It is not devoted to either side., And therefore, we believe it is fair.

Senator MCCLELLAN. Well, as you point out, how long do you think
it would take a tribunal, either a board of arbitrators oc the tribunal
that we- have undertaken to establish in ,this bill. how long do you
think it is going to take them to evaluate-and come'to a decision ?

Mr. VALENTI. I am giving you a guess, Mr. Chairman-maybe
slightly educated, but ,.ot a graduated guess. I would say that 6 months
to a year you would be able to, with a full-time scrutiny body of ex-
perts looking and lingering over this thing every day, I believe they
could come forward with some conclusions, obviously, that we would
all accept. And whatever conclusions that came. up, even if we did
not like them, we would have to admit that they were objectively and
satisfactorily arrived at.

And as you know, Mr. Chairman, one of the compromises that we
brought forward to the NCTA was a year's free period after the
passage of this bill in which tihe arbitration tribunal would be making
its decision making work for i year; and then the fees would'be settled.
on, and then you would go forward as in section 111 which a 3-year
adjustment and a 5-ye~fi& adjustment.

But I have been unable;-to see why that is unfair. We think -it is
fa ir, sir;

Senator MCCLELLAN. All right.
Senator Burdick.
Senator BuRDIcK. Iam sorry that-my multiplicity of duties around

here prevented me from being here while you gave your testimony. I
would like to say at this time that I will read it very carefully, and
appreciate your being heie.

Mr. VALENTI. Thank you, sir.
Senator MCCLELLAN. TLank you, ., t!emen.
MIr. BRENNAN. Just one question, s:r. Chairman, as you anticipated

most of my questions.
MIr. Va.lenti, movie companies and program producers have an in-

terest in other-sections of the bill, -in addition to section 111; and it
miglh :be, constructive to compare- the positions taken by movie com-
panies and program producers on other sections of the bill with your
testimony-this morning. Iamreferring primarily to section 115 on the
mechanical royalties and-section 114 on the performance royalties. Is
it not coiee-tha 'motion picture companies have testified in support
of the Congress establishing fee scheaul'es for both of the sections?.

Mir. VALENxT. That is ,ery-true. But there-is a different reason for
thrit, -Mr. Brennan. There is a great difference between records and
television movie, programs; onels fungible and the-other is not. :In-
deed, the more often you play a record, the more popular it becomes;
the more often you '-play a television program, -the less valuable it
b6.omes.

So0,the difference between a set royalty fee on a record, performing
of that kind is vastly different from a fee set or a television series or
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a motion picture; because the mo!:e you play that picture on television,
the less valuable it becomes.

The converse..is true with records, as:any radio station or record
company will readily testify.

Mr. BRENrNAN. I thank vou. Mr. Valenti.
Senator McCrLLLAN. All right.
Senator BuRDICK, Mr. Chairman, I have a question-that I amgoing

to ask several witnesses during the hearing today. I think I will give
it to you; too.

]-fr. VA'LENTI. All right, sir.
Senator BuRDICK. 1 want something',in the' record. In four areas,

S. 1361 statutorily sets the rate fdr use of copyrighted materials--sec-
tions 111,114, 115, and 116. Why is it necessary to involve Congress in
this process. The copyright grant is monopolistic in nature, but so is
the patent grant.

Congress makes no effort fori separate-use of patent items, while the
courts have done so in the case involving the use of patent grants.

What is the' rationale for treating the copyright in thi§sfashion
Mr. VALENTI. What is the rationale of why Congress should set a

fee? I will answer in the followving way, Senator Burdick. I do not
question the authority of the Congress to do whatever it chooses to
do in the obligation it has to its duties.

We said that the Congress ought not set fees for two varying rea-
sons. One is that the Congress does not have the expertise or the time
to sit in judgment on the vast amount of evidence that must be pre-
sented. And that therefore, the Congress ought to turn this over, as
it had done in many other areas, to an arbitration or rovalty tribunal,
or-whatever you choose to call it; a body of experts working full-time
on the issue.

Now, do-any of my colleagues have any additional comments to
that? GeraldJ Meyer or Herbert Stern?

Mfr. STEMN. No.
Mr. VALENTI. That has been our contention from the outset, Senator

Burdick, that the Congress ought not to do it.
Senator BuRDICK. Well, I am just searching for information.
Mr. VALNrTm. Because as I said earlier in my brief presentation to

the subcommittee before you arrived, was that the-detail, the-niingling
of facts and figures and the varying items-variables, I called them-
in going to the management of' some kind of a fee schedule, the con
struction of it is so lvaried: that you cannot do it inma 20-minute or even
a 20-hour-session. It takesa body of experts worlking full time-to do
this;

And this is a terribly complex thing, this cable system 'and fee
schedule, as both the NCTA and' copyright owners will testify. We
have been working at it for 60 hours, and I do not know that we have
really hit bbttom on it yet.

Did you have something to add'to that, Gerald Meyer,:our:counsel ?
Mr. MmYER. Yes, if I may. It 'has always been the position of the

copyright. owners 'that the copyright question concerning 3able sys-
tems could be treated in the same manner as that of other users of
copyright works; that is, full copyright protection.

The cable interests have contended that this was not possible be-
cause of administrative difficulties. It was in order to break this dead-



lock, Sehntoi, that the .copyrihlt'o'wniers -have' cncedied dih the 'con-
sensus agreenient thatits pait of a package deal, they widild beagree-
able to support' a conpuisory license which wbuld' take Acre 6of'the
concerns of the cable industry about clearing c6pyrights. But that
in ltu'in, there, should be compensiatory license fees paid under that
compul sory iicense,,which is very unusual.

It does-not exist in manhy other fieldslike the patenit, which, Senator,
you mehtioned.

Now, there was a question, suppose the parties do n6ot agree on
what is a reasonable copyright fee under the comp'ulsory license; and
so again, as part of this package consensus- agreement, it Was said that
if the parties cannot agree, then in the absence of a free market, where
the price can 'be determined, there should be arbitration or this
tribunal, which would set these rates. And that is' how we got' to the
compulsory license andt6o the arbitration question.

'S&enatdr B11icK. 'lVell, I will carry this out. Why do we not leave
it to the free market completely ?

Mr. MEYER. The copyright owners would certaiiily be- in agree-
mnent. Having pledged their word and 'honor on this consensus agree-
ment, they do not feel they should go back on their word.

Mr. VTALENTI. The answer is, of course, this ought to be in the free
marketpface, Senator, just as all other copyrighted material 'is bar-
gained for at the marketplace. But as Mr. Meyer poiiited' out, we did
enterinto an agreement. We pledged our support to it. We never
wvaered 'in that support, even thougli possibly we got a bad deal
going in. But we signed it, and we honored it, and' we stick -b it.

Senator BUmR..WK. This is the so-called consensus agreement?
Mr. VATENTI. Yes. sir.
Senator BuitDick. And you are willing to honor it?
Mr. VAiENTI. Yes, sir.
Senator BumXpICK. Thank you.
Senator MCCLErrTAN. From a practical standpoint, is it possible to

make agreements on each show with all of these stations?
Mr. ALERNTI. I will let my expert answer this.
Senator McCLELLAN. I just take it from a-practical standpoint.
Mir. MEYER. In a way, Senator, this is water over the dam, but from

n practical point of view, the copyright producers make license fees,
arrange for license or license fees with many hundreds of television
stations. I think there are 700.

Senator MCCLETLAN. The point is the CATV station picks up some-
think that is being broadcast somewhere else. He has, no way of
knowing what is going to be broadcast ahead of time.

How can he make an agreement with each copyright proprietor with
respect to each particular show? I do not see how from a practical
standpoint it can 'be done. Maybe I am wrong.

Mr. MEYER. It is difficult but it can be done. It is being done for
hundreds of thousands of musical compositions which are given by--

Senator MCCLr,LLAN. I do not see how it can-the cable system does
Tnot have anything to do with what the broadcaster is oing to buy
and produce and so forth, and what he is going to pick up.

Maybe it is practical. Just tell me it is. If it is for the copyright
proprietor and the CATV station in each instance to make a contract
before that show as to what percentage or fee he will pay for rebroad-
casting.
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Mr. VALENTi. Mr. Chairman, I think I will step in to say I think
it might be difficult, but I think it can be done; My colleague---

Senator McCTFzLAN. I do not see how it could' be profitable. There
would, be such an expense involved in either way.

Mr. VALENTI. Excuse me, sir. My colleague, Mr. Stern, informs me
that ASCAP does this with local stations. They are bargaining with
them for music, not, records but for music.. And'T think it is possible
for a copyright owner to work out with cable systems in the free
marketplace, this kind of an arrangement.

But as Mr. Meyer said, we have already Stipulated.
Senator MicCLELTLAN. Well, have they undertaken to do that in

a.ny instance that you know of? You have had this problem for
years, at least until the Supreme Court indicated that there was no
liability. for CATV owners. I do not mean, with the legal aspects of
that case, but from the moral aspect of it. I thought, the copyright
people did have the proprietary interest; and that some compensation
should be provided for it.

Now, maybe we can step out of.the picture and maybe-
1Mr. VALENTI. I think as of this point. 10 years I think the cable has

been in operation, I think they have paid zero. dollars for copyrighted
material.

Senator McCLELLAN. Well, I wonder if you have worked out any
arrangement. Have you tried it? What I am talking about-

Mr. MEYER. We have tried. Senator, to -approach the subject years
ago; and the cable people indicated to us that they were unwilling to
make any payments, and they would take their chances with the
SupremeSCourt Fornightly case. And the Supreme Court, as you know,
has said that local signals are not subject to copyright; and we are in
the same position as to distant signals now where the court of appeals
has settled tliat in the CBS v. Telepromnpter case.

Senator MCCLELLAN. Personally, I would like for the problem to go
away; apparently it is not going to go away. We are going to have to
try to approach it and get sone solution to it for the benefit of the
parties of interest and also for the viewing public.

3Mr. VALENTI WVell, Mr. Chairman, one final response. T agre o. with
Senator Burdick that the crux of this is that the free marketplace
,ought to be 'the determinant as to what a man :pays for a product he
chooses from a supplier. And. indeed, tlhat is the way the cable operates
on everything that goes into its systeifi. It buys at a bargain price or
price that-is set by its suppliers for everything that they use, except
one, their copyrighted material, which is the gristle of their business.

But in the absence of the free marketplace and. because we have
agreed in the consensus agreemenlt--we have said OK; we have pledged
our word that -we woulld go through with the compulsory license, if
we had failing agreement on fees, an:arbitration tribunal.

The final point I want Lo make. Mr. Chairman, is i have spoken of
the consensus agreement numerous times; but to this hour we receive
no benefits from it because all. of the benefits.have flowed to the cable
system-that paragraph (d) the last paragraph, which was the trig-
gering, generating effect for the arbitration tribunal has never been
implemented.

_nd I do not understand why the cable people do not believe- that
the arbitration tribunal is fair, because we do not own them. We do not
care who picks thlem. We do not know who they are. But we are willing
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to take our chances with fair, objective men setting these fees, then
we will live by them, just as we have honored every provision of the
consensus agreementto this very- meeting.

Senator BuRDICK. MIr. Chairman, I Just want to correct the state-
ment. I have taken no position on this. I merely asked-a simple little
question is all I did.

Mr. VALENTIx. Well, let me say in answer to Senator-Burdick's ques-
tion, I will preface that.

Seniator BURDICK. As I understand the-justification and rationaliza-
tion is first, you have got a complex situation, as the. chairman has
mentioned; and second, you are already bound to a consensus agree-
ment, is that the basis?

Mr. VALENTI. Yes, sir. And we are willing to live by it.
Senator MlcCLELLAN. I thank you very much.
MIr. VALENTI. Thank you very much.
[The prepared statement of Mfr. Valenti follows:]

STATEMENT-OF JACK VALENTI, PRESIDENT OF THE MOTION PICTURE ASSOCIATION OF
AMERICA, INC., AND OF -.TIE ASSQCIATION OF MIOTION PICTURE AND TELEVISION
PRODUCERS, INC., ACCOMPANIED BY GERALD MIEYER, COUNSEL.

My name is Jack Valenti. I am the President of the Motion Picture Association
of America, Inc., commonly referred to as MPAA, and of the Association of Mo-
tion Picture and Television Producers, Inc., commonly referred to as AMPTP.
MPAA is a trade association Whose membership comprises companies which are
among the largest producers and distributors of copyrighted motion pictures in
the United States.1 The membership of AMPTP which is a California member-
ship corporation comprises 72 companies' engaged in the production of copy-
righted motion pictures for theatrical exhibition and for televisior -broadcasting,
and of series specially produced for telecasting.

I also appear here for the Committee of Copyright Owners, commonly referred
to as "CCO". COO is ari ad hoc cvnmittee formed by producers and distributors of
filmed and taped copyrighted television programs 'formed in order to coordinate
their efforts-in.resolving the CATV-copyr.ght issue and various regulatory issues
concerning the importation by cable systems of programs from distant television
stations and the resulting duplication of programs telecast by local stations. The
membership of CCO comprises, only the independent suppliers of copyrighted

1-Allied Artists Pictures Corporation, Avco Embassy Pictures Corp., Columbia Pictures
Industries, Inc., Metro-Goldwyn-Mayer Inc., Paramount Pictures Corporation, Twentieth
Century-Fox Film Corp., United Artists Corporation, Universal Pictures, a division of
Universal City Studios, Inc., andWarner Bros. Inc.

2 The following companies c6nstitute the membership of AMIPTP: Aaron Spelling
Productions, Inc., A&S- Productions, Inc., (The) Alpha Corporation; American Interne-
tional Productions, a California Corporation, Artanis Productions, Inc.. Aubrey Schenck
Enterprises, Inc., Bing Crosby Productions, Inc.; Brien Productions, Inc., Bristol Pro-
ductions, Inc., Charleston Enterprises Corporation. Cinema Video Communicatins, Inc.,
Chrislaw Productions, Inc., Columbia Pictures Industries, Inc. Daisy Productions, Inc.;
Danny Thomas Productions, Darr-Dou Inc., Edprod Pictures, inc., Filmways, Inc., For-
mosa Productions, Inc., Four Star International. Inc., Frank Ross Productions, Geoffrey
Productions, Inc., Gilbraltar Productions, Inc., Hanna-Barbera Productions, Inc., Harold
Eecht Company, Herbert Leonard Enterprises, Inc., Jack Chertok Television, Inc., Jack
Rollins and Charles H. Joffe Productions, (The) Kappa Corporation, Lawrence Turman,
Inc., Legarla, Inc., Leonard Films, Inc., Levy-Gardner-Laven Productions, Inc., Lucille
Ball Productions, Inc., (The) aInlpaso Company.- Mpx E. Youngsteln Enterprises, Inc.,
Meteor Films. Inc., Metro-Goldwyn-Mayer Inc., ,L.romedia Producers Corporation, Mill-
field Productions, Inc., (The) Mirlsch. Corporation of California, Mirisch Films, Inc.,
Mirlsch Productions, Inc., Motion Pictures International, Inc., Mlurakami wolf Produc-
tions Inc., NGC Television Inc.,. Norlan Productions, Inc., Oakmont Productions, Inc.,
Paramount Pictures Corporation, Pax Enterprises, Inc., Pax Films. Inc., Rainbow l'ro-
ductions. Inc.. Rastar Enterprises, Inc., Rtstar Productions. Inc., RFB Enterorisen *r
R.F.D. Productions, Robert B. Radnitz Productions. Ltd., Sheldon Leonard Productions,
Sid & Marty Krofft Television Productions, Inc., Spelling-Goldberg 'Productions, (The)
Stanley Kramer Corporation, Stuart MilaInr Productions. Inc.. Summit Filmn, Inc.., T&L
Productions, Inc., Tandem Productions, Inc., Thomas/Spelling Productions, Twentieth
Century-Fox Film Corp., Universal City Studios, Inc., Walt Disney Prod'lctions, Warner
Bros. Inc.; Wolper Pictures, Ltd., Wrather Corporation. -

s Columbia Pictures Industries, Inc., MCA, Inc., Metrb-Goldwyn-M.ayer Ine., Metromedia
Producers Corporation, Paramount Picture Corporation, Twentiethli Century-Fox Film
Corporation, United Artists Corporation and Warner Bros. Inc.
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'television'programs:but not the networks, television stations, music perforiimance
societies or other owners.of copyrighted,works. Howeiver, the programs supplied
by members of CCO to stations and thereby to cable systems, constitute by far
-the largest part of all copyrighted programs carried by television and cable.

CCO has neg6tiatei d a settleiment with the cable system operators aind broad-
.easters'regardilig the retransmission by cable systems of broadcasts containing
,copyrighted programs. In this settlement which was incorporated into a formal
written "Consensus Agreement" (Appendix I attached hereto), the represen.:a-
tives of the cable, broadcasting and program production industries pledged
themselves to support full implementation by the Congress anld the Fedei al
Coinmuiiications Commission ("FCC") of all of the pro-i.ionu 4of said set0le-
mnent agreement. With respect to copyright fees the settlement provided that if
the parties should a, arnable to agree on' the amount of license fees payable by
eable systemsn this issue should be settled by arbitration.

Promptly after the settlement was signed, the.FCC implemented the-agreement
and issued new regulations '(47. C.F.R. §176.51 et seq.) giving wide freedomi to
cable systemsi for the importation of distant signals but when coliyright owners
and cable operators failed to agree onecopyright fees the cable industry re-
,udiated the pledge contained in the Consensus Agreement that in. the event of
sutch disagreement the parties would supiport the -irisertion of an aibitrhtion
clause into the bill. As a result the copyright owners are still unable to collect
license fees for the use of their'films by cabie systems, and are faced with a statu-
tory schedule of fees in the bill, 'S. 1361 which as I shall demonstrate hereinafter,
is wholly inadequate to provide just and reasonable complnsation to the copy-
right owners for the value of their programs and for the losses suffered by them
fronm tlie imlibtati6n of distant signals.

'Sedted next to ime here is Mr. Gerald Meyer a member of the law firm of
Phillips; Nizer, -Benjaniin, 'Krin &. Ballon, counsel' to CCO.

There are also present in this room at my requ6est, Dr. Robert W. Crandall;
Associate Professor 6f Ecciiomics.at tlie Massacliusetts Institiiffe of Technology
and Mr. Lionel 'T. Fray of Temple Barker &E Sloane, Inc., Management and Eco-
noinic Counsel. These two gehtlemenh ar 'the authors of the study commis.i6nied
by CCO eriitled' "The Profitability of Cable Television Systems and Effectis of
Copyright.Fee Payment." Professor Crandall and rli. lFay are available to the
Subcommittee-in the event' that members of the Subcommittee may wish to ad-
dress questions to themi iregardifig the economics of cable television and of
the distribution ot'lirograims'in the television maikets of the United' States.

I am grateful to the Coiiimittee for the privilege of'testifying today and for
the opportunity to state the iposition of the associations and groups of copy-
right owners for whom Iram authorized to speak. We welcome the instant hearings
and the resumptioni by the Sibcbnmmiittee of its work on copyright law revision.

Indeed,,the delay in the adoption of ".e CopyrightRevision Bill for more than
a-decade' combined with the slowness of the' judicial process in establishing the
right of the creators of copyrighted programs to collect under the present law,
royalties from cable systems -which use these 'prbgrams for 'their commercial
profit; has caused grievous injury to all those whose talents and Investnients have
produced these programs.'

The motlon picture industry of tne, United States makes the films which are
shown in more than fourteen thousand motion picture theatres throughout the
country as well as the majority of the programs broadcast by almost 700 com-
mercial television stations. It is an industry directly elnploying tli6us.ands of
people and indirectly 'providing the payrolls for tens of thousands moi-e. The
skills of those responsible for these programs rrus;, from those of the actors,
writers, directors, coinposers and producers-to those of the technicians on -the
sets and in the.studlos. the costume and wardrobe designers and makers, carpen-
ters, painters, electricians, teamsters, warehousemen and office and professional
)ersorinel. All of these men and women depend for their livelihood on the in-

come derived by t' - industry' from various uses of these piogrhms. 'Their com-
pensation dependi the copyright fees paid for the use of these films in theatres
and ,on television, ..d, insofar as television series are conderned consists to a
large extent, of "residuals", i.e. of payments for each showifig (run) ofa series
subsequent to its original run.

'The CATV-Convright controversy covers solely the retransmisslon by cable systems
of Trograms broadcast by television stations for which the cable system charges its sub-
icribers a fixed monthly charge. When cable systefms "originate" their own programs or
make n separate program or a per channel charge (Pay-TV. or Pay-Cable), their copy-
rightinbllity is admitted by all concerned.
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·I want to, emphasize- at the outset:, the Program Suppliersare not-anti-CAT1'.
On the contrary, CATV .sysfems irepieseiit:iniiortint potential'customers f&r tele-
visioil programs and, hopefully, an ultiiite- source of conisiderable revenue: Ill
the public interest, as well as in their owii self interest, dll copyright owners look
foirward to a prosperous CATV industry'. It is the desire of the copyright owners;,
therefore, to be as constructive as possible and to support the efforts of this Suib-
committee in deiling effectively Withlthis immensely difficult probllem.

Bdth as a matter of economic necessity and of social fairness to those who pro-
duce the programs, it simply is wrong that the cable industry which reaps.suhi-
sfafitial prbfits from the use of the.Jprodictive &reatidons and iivestments of others
sh6uld be permitted to remain oiutside of tb6 program distributioni market anti
to chirge its subscribers $60 to $70 or'more.each year for transniittigto o tihem
a product for Which-so far-they have paid nothing, and to do so in competition
with thl producers' paying customers, the television stations. I am glad to add
I hat the cable industry concedes that it should pay royalties. Where we disagree,
principally,is how much it shouild pay.

I. HISTOUICAL BACKGROUND

i. Copyright Liability of Cable Sjsateins under the 1909 Act

Television today is a major user of copyrighted film programns. Before a tele-
vision station broadcasts a copyrighted program, it must secure a license fronm
,the program's owner. Tlue cable television segment of the television industry, on
the other hand, picks up programs broadcast by television stations both nearby
and far away and, for a monthly charge, retransmits them to individual set ownl
el's over wires or cables. Up to now- CATV, while diverting income from tele-
vision stations, has escaped making payments to copyrlght owners even though
Lt uses the copyrighted films for profit

The 1909 Copyright Act of course did not anticipate modern technology and
novel methods of communication. Thus in F'ortnightly Corp. v. Unitetl Artists,
Inc., 392 U.S. 390 (1968), the Supreme Court fo the United States held that the
unlicensed use of essentially local broadcasting signals by community antenna
systems which neither originated programs nor used microwaves and Which -Were
merely "vell located" antennas enhancing the-viewer's capacity to receive the
broadcaster's signals, did not constitute a copyright infringement within the
terms of the Copyright Act of 1909. On the other hand, in Columbid Broadcasting
Systems, Inc., against Teleprompter Coi'p., 476 F. 2d 33, (1973) (2 Cir., 1973) the
Court of Appeals for the Second Circuit held that the retransmission of programs
from distant stations, constituted a copyright infringement, The court said:

. . . we no longer have a system that 'no mbre than; enhances the viewer's
capacity to receive the broadcaster's-signals.' Fortnightly, p. 399, 158 USPQ -at 5.
We hold that when a CATV system imports distant signals, it is no longer within
the ambit of the Fortnightly doctrine, and there is then no reason .to treat it
differently from any other person who, without license, displays a copyrighted
work to an audience who would not otherwise receive it. For this reason, we
concliide that the CATV system is a "performer" of whatever programs from
these distant signals that itdistributes to its subscribers."

The defendant in the Teleprompter case has petitioned- the Supreme Court for
a writ of certiorari regarding the Court of Appeals' holding that CATV is liable
when it imports distant signals.
2. The 'onsensus Agreement

In 1965 and 1966, the FCC prohibited cable systems from importfpg programs
from distant stations Int6 the top 100 television markets on the ground that such
Importations would- Impair local broadcasting, w6uld blanket tlie-country with
signals from the supeitations in New York, Chicago and Los Angeles and would
be unfair to program producers and broadcasters in that stations have to nezo-
tiate and pay for the programs while cable systems-deny their copyright lia-
bilitv under the 190900sta ute.&

During the Fall of 1971, Mr. Dean Burch, Chairman of the FCIC,and Dr. Clay
T. Whitehead, Director of the Office of Telecommunications (OTP)r sponsored
negotiations between representatives of the industries priineipaly involved in
the controversy, i.e., cable oleratrrs, brondnasters and copyright owners. The
deadlock among the cable industry-which felt that its expansion was ndunly
limited by the FCC's restrictions on the importation of distant signals-the

'Second Report and Order. Community Television Systems, 2 FCC2d 725 (1966). See
also First Report and Order, 38 FCC 083 (1965).
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br6adcasters-which felt that it was unfair to permit cable systems to carry the
same programs as they do without having to bargain and pay for them-and the
,copyright owners-who wanted to put an end to the use of their product without
receiving royalties therefrom-was broken by all parties consenting to the "Con-
sensus Agreement" of November, i971. Tlis Consensus Agreement was accepted
and signed by the National Cable Television Association (NCTA), the National
Association of Broadcasters (NAB), and the Committee of Copyright Owners
(CCO).

Under the Consensus Agreement, (Appendix I), most of the distant signal
carriage restrictions imposed by the FCC on cable systems were to be lifted.
CATV systenis were to be permitted to import programs from distant stations
subject to certain limitations depending on the size of the market into which
the importation was to take place and subject to the non-d/uplication by cable
systems of programs available in the same market from local television stations.

Furthermore, the parties to the Consensus Agreement pledged themselves "to
support separate CATV copyright legislation as described (in the Consensus
Agreement], and to seek its early passage". The copyright legislation to be sup-
ported by the parties according to the Consensus Agreement would include '"liabil-
ity to copyright" and a compulsory license to cable systems to retransmit copy-
righted programs without negotiating with the owners of the programs. The
compulsory license was to cover all local signals as well as a certain number of
distant signals authorized "under the FCC's initial package" (which initial
package was described in the Consensus Agreement). Signals carried by cable
systems at the time the Consensus Agreement goes into effect were to be "grand-
fathered" and independently owned systems then in existence with fewer-than
3,600 subscribers were to be omitted from liability to copyright.

One of the essential controversies which the Consensus Agreement was in-
tended to solve, was the question of fees payable to the copyright owners under
the compulsory license. Since the copyright owners had found the fee .schedule
which had been first set forth in the committee print of December, 1966 of the
Copyright Revision Bill S. 543, 91st Cong., 1st Sess., wholly unsatisfactory, an
increase in the amounts of these-fees had been the subject matter of fruitless
discussions between the parties. It was because of the wide divergence of views
between the parties on this point that the Consensus Agreement specifically
provided for an alternative method of setting these fees in the event that the
parties should be unable to agree thereon. More specifically the Consensus Agree-
ment provided:

"Unless a schedule of fets covering the compulsory licenses or some other
payment mechanisms can-be agreed upon between the copyright owners and the
CATV owners in time for inclusion in the new copyright statute, the legislation
1oould simply provide for compulsory arbitration Jailing private agreement on
copyright fees." (Italics supplied)

This Consensus was found to be in the public interest both by the FCC and
by the Chairman of the Subcommittee on Patents, Trademarks and Copyrights
of the Senate Committee on the Judiciary. Thus, in the Cable Television Report
and Order, 37 Fed. Reg. 13843 (1972) par. 65, the FCC said in adopting its new
cable rules:

"We believe that adoption of the Censensus Agreement will markedly serve the
public interest:

"(i) First the agreement will facilitate the passage of cable copyright
legislation. It is essential that cable be brought within the television pro-
gramming distribution market. There have been several attempts to-do so,
but all have foundered on the opposition of one or more of the three indus-
tries involved. It is for this reason that Congress and the Commission have
long urged the parties to compromise their differences.

"(ii) Passage of copyright legislation will in turn erase an uncertainty
that now impairs cable's ability to attract the capital investment needed for
substantial growth....

"It is important to emphasize that for full effectiveness the Consensus Agreement
requires Congressional approval, not just that of the Commission. The rules will.
of course, be.put into effect promptly. Without Congressional validation, how.
.ever, we would have to re-examine some aspects of the program. Congress we
believe will share our conclusion that implementation of the agreement clearly)
serves the public interest." (See exchnnge of letters between Chairman Burch
and Senator McClellan attached as Applndix E)
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In the'letter to the Chkirman 'of the kCrC dated Januiaty '31, '172 andl in-
corporated as an appendix into' the FCC's report on tihe new rules, 8ehnatr Mc-
Clellan, Chairman of the:Subcommittee on Patents, Trademarks and Copyriights.,
said:

'"As I have stated in several reports to the Senate in recent years, the CATV
question is the only significant obstacle to final action by the Congress on a
copyright bill. I urged the parties to negotiate in good faith to determine If-they
could reach agreement on both the communications and copyright aspects of the
CATY question. I commend the parties for the efforts they have made, and be-
lieve that the agreem ent that has been reached is in the public iiinterest and re-
fiects a reason'able compromise 'of the positions of the various parties."

A copy of sald letter is attached hereto as Appendix II.
Promptly after the adoption of the Consensus Agreement the negotiating com-

mittees of CCO and of the National Cable Television Association (NCTA) met in
order to work out-a mutually satisfactory license fee schedule. These meetings.
however, did not lead to an agreement betiween the parties as to the amount of
fees.

On the other hand, the lifting by the FCC of'the restrictions on the importation
of distant signals contemplated by the Consensus Agreement was implemented
by the Cable Television Report and Order and a set of regulations was released
by the FCC on February 3; 1972 to become effective on March 31, 1972. In said
Report and Order (Dkt. No. 18397A, par. 64) the' FCC stated that "if; as we
judge, the terms [of the Consensus Agreement] are within reasonable limits and
the agreement is of public benefit, then it should be implemented in its entirety".

On February 14, 1972, ,Mr.. John Gwin, Chairman of the Board of the NCTA
addressed a letter to Mr. David Horowitz, Chairman of CCO, pointing-out that
the Consc isus Agreement bbligated all of the agreeing parties to support im-
plementation of all of the provisions of the Consensus Agreement and requesting
the support of CCO in opposing any reconsideration of fhe FCC's Report and
Order's unfreezing the carriage of distant signals. This letter was answered by
Mr. Horowitz on February 18, 1972 expressing full accord with the need to
support implementation of all of the provisions of the agreement and requesting
that NCCA support its provision,' pealing with arbitration of license fees in view
of the parties' fruitless efforts . -agree on a fee schedule. A copy of'that cor-
respondence between Mr. Gwin and Mr. Horowitz is enclosed herewith and marked
Appenidix III.

Subsequent to the exchange of this correspondence, Mr. Horowitz advised
Chairman Burch that in view of the fact that all parties had agreed to support
copyright legislation and in view of the exchange of letters between Chairman
Burch and Chairman McClellan, CCO was satisfied that legislation would be
promptly enacted implementing the Consensus Agreement and that accordingly,
CCO in order to break the deadlock -and enable CATV to build its facilities in the
major markets, would not aisk for a delay in the becoming effective of the new
FCC rules but would support them in reliance on the compromise struck between
the interested industries.
S. The "Unfreezing".of Distant Signals and Subsequent Repudiation by NCTA of

the Arbitration Caause of the Consensus Agreement
The new FCCrules went into effect on March 31, 1972 and the "unfreezing" of

the restraints on the importation of distant signals resulted in a spectacular ex-
pansion of the cable industry. According to a report in OATV weekly magazine
of May 7, 1973, based on official FCC statistics, the "cable television industry
recorded a one year jump of 21.5% in subscribers served and 24.6% in operating
systems between January 1, 1971 and January 2, 1972." The same statistics reveal
that the industry served 6,085,532 subscribers on the 1st of 1972 compared with
5,008,580 a year earlier. Comparative figares for the number of communities
served by systems for the same period are 5,006 in 1972 compared to 4,017 in 1971.
This trend was accelerated during 1972 and 1973 although it has not as yet been
fully reflected in the availble statistics. In data published in the Television
Factbook No. 43 and the addenda thereto published in Television Digest, it ap-
pears that as of the beginning of 1973 tl.e number of subscribers served has
further increased to 7.300.000. and that lthe imblser of communities serviced as
of July 26, 1973 had risen to 6,010.

Appendix E, annexed to the FCC's Cable TlevIsrron Report and Order, 37 Fed. Reg
13848 (1972).
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After the cable industry had. thus, received substantially all of the benefits
provided for it by the Consensus Agreenent aiid while it enijo'yed an explosive
growth in its newly gained freedom, the attitude of its negotiators for the license
fees payable to copyright owners stiffened niotably as soon as the iegulat6ry
restraints were removed. Indeed, since that time and in spite of the inability
of negotiators for NCTA andCCO to-agree on- a fee schedule, NCTA has shown
an increased reluctance to support the arbitration clause of the Consensus
Agreement.

This. does not mean that the efforts to reach agreeifient on a fee schedule were
suspeided. For most of' the year of 1972, representatives of CCO and NCTA.
labored through long detailed and exhausting sessions, consuming hundreds of
man-hours, both at plenary and at techriical subcommittee meetings f -experts,
in an attempt to find agreement on a fee schedule. Notwithstanding these efforts
the parties were unable to reach such agreement.

In July, 1972, the representatives of CCO and NCTA determined that-if iino
agreement on a fee schedule was reached by Septeniber 30, 1972, the negotiations
would be terminated. This deadline was extended several times until the last
meeting between these representatives on November 6 1972 at which time both
sides expressed the view that the gap between the positions of the paities as to
what fees would be reasonable, continued to be so wide that furthier negotiations
on a fee schedule would be senseless. CCO thereupon proposed an arbitration
procedure for insertion inito the bill to implement the Consensus Agreement in this
respect.

At the conclusion of said meeting of Noveml;er 6, 1972 the NC!'A Committee
stated that it would consider-CCO's proposal and submit it to its executive conl-
mittee at a meeting to be held on November 20. 1972. The NCTA negotiators
further promised to advise CCO immediately after said meeting of its executive
committee as to what its response to the CCO proposal would-bie in view of the
need for speedy action because of the impending consideration of the Copyright
bill in the Congress. NCTA liowever failed to advise CCO of its executive conm-
mittee's response to the arbitration proposals discussed at the November '6
meeting.

Upon inquiry from CCO, NC'TA advised CCO that the response would have to
await the meeting of the frill NCTA Board on December 13 and 14, 1972. On
December 16, 1972, I talked with the President of the NCTA. Ile told min that

;CTA had decided not to accept the copyright owners' proposal. CCO's proposal,
he said, was referred back to the DCTA negotiating committee, and they would
submit a counter proposal to us. That proposal, however, was never submitted.
At about the same time the Chairman of thbe'NCTA negotiating comniittee, Mtr,
Alfred Stern, advised the Chairman of the CCO negotiating committee, Mr. David
Horowitz, that the NCTA Board has rejected the proposal of CCO for the
arbitration and that it would not submit any counter-proposals on the subject
since it was unwilling to support arbitration regardless of the provisions of the
Consensus Agreement and that NCTA would support instead-the fee schedule con-
tained in § 111 of the Comlnittee Print of December, 1969 of S. 644.

The copyright owners find themselves in a situation now where they have
mnade substantial concessions in a compromise which has been, implemented only.
insofar as the major benefits for the cable industry are coricerned-but Where the
reciprocal promises made by the cable indutstry have been repudiated unilaterally
by NCTA.

II. THE INADEQUACY OF THE FEE SCHEDULE IN S. 1361

The fee schedule of § 11l (d) (b) of S. 1361 first appeared in the commnittee
print dated December 10, 1969 for a predecessor bill (S. 543, 91st Cong. 1st Sess ).
An earlier predecessor bill, HR 2512 (90th Cong., 1st Sess.), had provided for
negotiations between copyright owners and cable systems with pelmlties of loss of
royalties or a trebling thereof in the event of unreasonable demands or offers.
The fixed-rate schedule was thereafter inserted into the aforesaid colmmittee
print, into the successor bill S. 644 and into the present bill, S. 1361, withoilt
any pripr hearings on the reasonableness of this schedule.

We are not aware of any economic evidence before thie Subcoinmittee prior t
the insertion of the fee schedule or of any fact-finding effort to ascertainx
whether the scheduled fees would correspond'even approxinmately to the redsonl-
able value of the use of their programs'by cable-systenm and whether they 'would
be -reasonably compensatory of the losses exper ted to be suffered by the cbpyright
owners. In fact, these fees are grossly inadequate and represent only a small
fraction of what the copyright owners feel would be fair anlm-compelusatory fees.
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-Attached hereto.and'-marked Appendix IV is a computation based, on the fee
schedule, contained, in §111 indicating that.the-fees payable by the cabie -Indus-
tries for the year-1971 pursuantto that sch'edule would-hbave amounted to a total
of only. 7,630,000. ,If an exemption. of -systems with.less than 3,500 subscribers
had been.applied (see-below.under III :5.),-this amount would.have been even
lower. These license fees would have to be -shared. by program suppliers, net-
works, -broadcasters, :music-performing societies,,and others. Indeed while §111
at first.sight gives:the,impressionithat-,cable systems with- large revenues would
pay a royalty rate of 5%, the progressive rate from 1% .to 5% in-reality yields
license fees-at an effective rate of only 1.93% of the.gross revenues · 4 the cable
industry. This.low effective-rate.results-from the'fact that the scale of marginal
rates progresses in successive steps from one to five percent based on quarterly
revenue segments of the systems. Thus, even large systems with huge revenues
pay less than 5% because the 1% royalty applies to their first segment of,$40,000
of'their quarterly revenues, 2% to the next $40,000, etc. so that the 5% royalty
is applicable-on'y to that segment of their revenues which is in excess of $160,00(
quarterly Of $640,000 annually.

To put these figures into perspective, it should be mentioned that according to,
FCC:published figures the total broadcast revenues for the television industry
during 1971 amounted to $2,750.3 Million Dollars while total programming
expenditures amounted to 1,488.5 Million Dollars or-a ratio of $54.1%. During
that same year the cable industry with gross revenues of abOut 400 Million
Dollars would have -paidt&$7,630,000 under the -schedule of § 111 (and.even less
if-an exemption for small systemsi haid been-applied) or less than 2% of their
gross revenues. (SieeAppendix IV).

That the cable industry' is economically well able to pay much larger fees has
been demonstrated in the aforementioned study entitled "The Profitability of
Cable Television Systems and Effects of Copyright Fee Payments" by Robert W.
Crandalli and Lionel L. Fray, 1972. Copies of'said study accompany my instant
itateinent assa special /ppl.ndix. In said' study it is showni that' cable systems
could' afford to pay more than :15c% of their revenues for copyright fees and still
earn enough profits to attract sufficient capital to sustain their growth. The calcu.
lations made in said study also suggest that cable owners would- prosper, that
their profits would be'sufficiently above the level required by investors and that
they o!iuld not find copyright fees in the aforesaid amount an impediment to
their fuiture growth.

This of.course does not mean that 15% is actually 'what cable systems.should
pay as just and reasonable license fees for-the use of copyrighted .programs. It
shows, however, that the assertion voiced by cable interests that the fee schedule
in §'111- represents the maximum Which they could afford to pay, isunriarrarited
or, at'least, suibject to substantial disagreement-among experts in the field.

ILrespectfully submit to you that the percentages set forth in the schedule of
-§ 111 havig ..leen set without thorough fact finding and economic evaluation. are
a priori figures without any rational relationship to :the value of the programs
to any of the more than 3,000 CATV systems, which vary greatly in the number
of their subscribers, the number of channels, the programs carried by them,
the circumstances of their operations and many other factors Which should be
taken into consideration. They are bound to be unfair:either to a substantial
part of the CATV industry, or to the pr6gram suppliers, or, which is more likely,
to both. We believe that the basic principle should be that CA1'V should pay,
and the program suppliers should receive, "just anad reasonable" royalties, and
that the statute provide for an appropriate procedure for the setting of such fees.

The determination of what fees are reasonable and should be paid by cable
systems in fairness to themselves and to copyright owners depends on many
factors obviously not taken into consideration when the fee schedule was fisrt
inserted into the Committee Print of '1969. Such factors may include, among
others, -the location of the cable system, the number and origin of the signals
it carriers, the value of the programs carried by the system, the size of the
system, penetration of its franchised areas, saturation of the television market
in which it operates, age and stage of development of the- system, investments
necessary to construct the facility, amortization of its capital investment, al.
location of the investment in its plant to retransmission of broadcasts 'as dis.
tinguished-from other activities of the system and literally thousands of variables
on which the advice of economic experts should be sbought.

It is apparent that a Congressional committee or subcommittee should not
he burdened with such complicated-tand time consuming tasks of economic tact-
finding and rate making. The setting of fee schedules based ,on coepliex eco.
nomic data is, of course, not unknowvn in our society and econointei6-sstem. In,
deed, the questions faced here are very close to t' ;ratemaking process engaged.

20-3444-73 --2;
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in by federal and state agencies setting- rates for common carriers in trafsporta-
tion and communications and for-such utilities as electric.power and gas. Such
administrative ratemaking procedures have been delegated traditionally by the
Congress and the states to public utility commissions- and similar administra-
ti,. e bodies which determine -rate schedules fair both to the public- and 'to in-
vestors in order to improve service. Even if arbitration had not been specifi-
cally provided for in the Consensus Agreement, its adoption is- called- for as the
most 'sensible-and fair method of resolving the question of what license fees
are fair anid reasonable.

Accordingly, it is the position of the copyright owners that the colpyright revi-
sion bill should contain a-provision for arbitration of the copyright fees payable
titder the compulsory license.

The Copyright. Revision Bill (S. 1361, §§ 801 et seq.) provides for the estab-
lishment in the Library of Congress of a special Royalty Tribunal charged "to
make determinations concerning the adjustment of the copyright royalty rates
specified by Sections 111 ... " and other sections. It would appear appropriate
that this Tribunal be charged from the outset icith the setting of royalties under
the comlpulsory licen:e.

The Copyright Royalty Tribunal wouldbe an objective body and not beholden
to either the cable industry or the copyright owners. It would be able to deal
equitably and without favoring, either side, on the -fixing.of fees. Indeed, it is pos-
sible that the Tribunal may, after its deliberations, deermnine that the cable
operators ought to pay lower fees than what the copyright owners so strongly
feel is reasonable. But that is the principal reason for arbitration-it is eminent-
ly fair, neither side has an advantage. The Tribunal will hand down its decision
after full, complete and possibly mountainous piles- of evidence will have been
submitted by the parties and experts. In that event neither side can claim that
it was short-changed. The fairness of the Tribunal is its most valuable asset.

The question has sometimes been asked of the copyright owners whether the
periodic adjustment of the compulsory license fees provided, for in the bill
(§ 801, 802) would not satisfy their concern regarding their inadequacy. At
most, it is argued, the fees, if inadequate, would be adjusted- at the end of a
three-year period. Unfortunately, the practicalities of the situation do. not provide
sufficient reassurance on this point.

First of all, the initial setting in the bill- of a royalty rate amounting to only a
fraction of what would be a just and reasonable royalty, would make it ex-
treinely difficult for the Royalty Tribunal to. multiply that fraction at the time
of adjustment in order to reach a rate which the Tribunal might determine to
be just and reasonable.

Secondly, regardless of the merits vf such increase, it will undoubtedly be
strongly resisted by interested parties because, it will be claimed, the cable in-
dustry will have adjusted itself economically to this low rate. Such economic
misjudgment may well occur in spite of all warnings expressed by the Congress
regarding the temporary nature of the original fees.

In any event and even if it were possible to achieve a fair adjustment of
the rates after three years, there appears to be no good reason why the copy-
right owners should be deprived of just and reasonable royalties for an addi-
tional three.-year period on top of the more than a decade of the free ride which
the cable industry has enjoyed in the past.

II ESSENTIAL CIIANGES IN BILL

When S. 1361 was introduced by Chairman McClellan in the Congress (Con-
gressional Record, March 26, 1973), he indicated that its cable television provi-
sions would' have-to be revised in the light of eventg since December, 1969 when
the Committee Print of the predecessor bill was reported out of the Senate
Subcommittee on Patent Trademarks and Copyrights to the full Senate Committee
on the Judiciary. On behalf of the copyright owners for whom I speak here
I respectfully submit several suggestions for changes which they consider essen-
tial in order to permit and facilitate the continued production of high quality
motion pictures and television programs.' These changes are in addition to
those required by the insertion of an arbitration clause:

7 We have previously submitted to the Subcommittee a proposed text for i{ 111 and 501
which incorporates most of the changes proposed herein. That text, however, did not
contain the change proposed for { 801 of the b!li discussed below under subheading 3.
Furthermore, a clarifying change has been made in the definition of "cable system"
( 111(f)(1)(C) deviating slightly from our previously submitted text. I annex hereto
as Appendix V a copy of our revised text for 11111., 501 and 801 containing the proposed
changes which the copyright owners consider to be essent'al.
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1. (rent of Compulsory License to Cable Systetn8 with Appropriate imitation8
·onsita oope
Consistent with the Consensus Agreement-the Bill should grant to cable sys-

tenms a comptulsory license to retransmit all signals lawfully being carried by
them prior to March 31, 1972 ("grandfathered" signals) and all local signals as
<defined by the .FCC - well as such other additional or distant signals as -would
be consistent with t .-rules adopted by the FCC in February, 1972. With respect
to signals subject to compulsory licensing, violation of exclusivity provisions
established by the FCC should be a copyright infringement for which both the
copyright owner and the broadcaster holding an exclusive license -shall have a
remedy under copyright law through court actions for injunctions and monetary
relief.

The Consensus Agreement provides that the compulsory license shall be limited
to "those distant signals defined and authorized- under the FCC's initial package"
(in addition to local and: "grandfathered" signals). In general terms, the FCC's
initial rules contemplate importation of usually two distant signals into the 35-
mile zones of larger markets (subject to certain exclusivity requirements), of
enough distant signals to provide adequate program service within the 35-mile
zones of smaller markets, and virtually unlimited distant signal carriage beyond
the 35-mile zones of all markets. By incorporating by reference the pertinent
provisions of the FCC's rules, the bill should adopt corresponding limitations:on
the scope of the compulsory license otherwise being given to cable systems. Thus,
the retransmission by a cable system of distant signals beyond the compulsory
license should be subject to full copyright-protection. Further, as provided for in
the Consensus Agreement the FCC would not ". . . be able to limit the scope of ex-
clusivity agreements as applied to such signals beyond the limits applicable to
over-the-air, showings."

These provisions dealing with limitations on and enforcement of the compul-
sory license which are called for by the Consensus, were vital to reaching any
consensus an¢ are essential for insertion into §111 rather than to be left to regula-
tion by the FCC. Such a compulsory license constitutes preferential treatment of
cATV under copyright law at the expense of the program suppliers and broad-
-casters. indeed, under the statutory compulsory license cable systems will not
have to bargain with the copyright owners for the right to use their programs
or for the amount of fees which they would have to pay for such use. In the light
of these privileges granted to the cable industry, it would be completely unfair to
allow a fourmember majority of the FCC to expand the scope of that compulsory
license by simple administrative regulation as would be the case If the com-
pulsory license were open-ended.

The limitation on the scope -of the compulsory license is not a regulatory
measure, nor is it a measuire that unwisely ties the hands of the FCC. The FCC
would retain full power to change its rules as it sees fit consistent with the public
interest standards of the Communications Act. But the FCC would not be given,
just as the FCC does not now have and should not have, the power to change the
copyright law and thereby the power to take private property from one party and
give it to another party simply through ,administrative fiat.
2. Bas8s.for computation of fees

The present text of the bill imposes the percentage royalty on the gross
amounts received from subscribers "for the basic service of providing secondary
transmissions of primary broadcast transmitters." § 111(d) (2) (A).,

Spokesmen for the CATV industry, however, have publicly voiced their hope
that income and profit from sources other than secondary transmissions will per-
mit them in the future to reduce the fees they charge to their subscribers and
may even enable them to eliminate subscribers' fees entirely.

Thus, at the argument before the Supreme Court of U.s. v. Afidwcest Video
Corp. (decided in 406 U.S. 649; 1972) the following colloquy took place between
the Chief Justice and the Deputy Solicitor General, MIr. Lawrence G. Wnllace as
reported in 40 L.W. 3509.

The Chief Justice: "Is there advertising on cable TV?"
Mr. Wallace replied that it is authorized in cablecasting and furtb ore, if

the programs are picked up from the networks they are run as they af Lout
·deletions of advertisements.

The Chief Justice: "floes that mean that subscribers [of CATV] will he pay-
ing to have advertising?"

"Yes," Mr. Wallace replied. "but to the extent that there is advertising, it wll
reduce the subscription rates." (italic supplied)
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It is apparentbthat if said-.subscribers'"fees,tshould 'e reduced, dueto circum-
stances wholly unrelated to the -use of programs and due solely to cable systems
developing, other. sources of xevenue, .the copyright owner. should not, be deprived
of his fair compensation. This-is so especially since hisw property, continues to
be used by the CATV system which still retransmits its programs for promotional
purposes in order to acquire and retain the subscribers to whom it sells other
profitable services. Consequently, the statute should provide that :in readjusting
the fees, the.Tribunal shall have broad powers to set and to adjust the fees both
.with respect to the manner and tmeth.od in which it is to be com ut~ed and the
base on iihich the fees ate to 'be assessed.'

The granting-of such broad.powers to the Tribunal are necessary to prevent a
manipulative restructuring of subscribers' fees in order to attract customers to
operations of the cable system other-than "the basic service of providing secondary
transmission of primary broadcast-transmitters."

In the absence of a specific grant-of such powers, the Tribunal might not be
-in a position to promulgate fee changes freely and flexibly as economic changes
and total fairness might require. Instead, it might be bound by the rigid limita-
tions contained in the statute. It might not be able to, take into consideration,
the requirements of a fast moving technological age. If the hands of the Tribunal
were limited to a particular manner and method of- setting the fees or if it had,
to utilize a particular base on which fees were to be assessed,-the result may
well be that the fees would be grossly or even shockingly inadequate. In such
case, the partiesx would be compelled to seekl legislative relief and te- histtory of
copyright law revision abundantly demonstrates how difficult it is to achieve-
statutory enactment in this field.

3. Guidelines for adjustment of fees
Another matter which causes great concern to the copyright owners, especially

if the Congress should adopt a fixed. fee schedule contrary to the joint recom-
miendations oe the parties contained in the Consensus Agreement and contrary
to the arguments which I am presenting here today, Is the wording of § 801 (b)
of S. 1361 which now provides that the 'Tribunal "shall make determinations
concerning the adjustment of- the copyright royalty rates specified by Section
111 .. . so as to assure that such rates continue to be reasonable . .. " (itali&
supplied). I urge that this lanluage be changed to provide that the Tribunar
"shall make determinations concecrning the adjustment -of the copyright royalty
rates specified by § 111 ... so as to assure that such rates are just andlreasonable."
Only thus will the Tribunal at the periodic review of the rates be able to proceed
to an open and fair determination without any implication such as that con-
.tained in Section 801 as presently worded. that the roy.alty rates initially set in
the statute were deemed "reasonable" when they were initially adopted.

4. Definition of Cable Systems
The degnition of cable systems as now contained in § 111(f) (1) (C) is ambig-

uous and' may be misinterpreted to fragment the revenue of a -system for the
purpose of computing royalties payable under a progressive rate such as that
used in the fee schedule-of § 111 or such as may be adopted by arbitration. Thus
the computation of royalties under the fee schedule of § 111 of S. 1361 made in Ap-
pendix I attached ' hereto and referred to supra on p. 296 is based upon
the "conventional" definition of a cable system employed, for example, by the
TV Fact Book. On the other hand, .the FCC, embodied at definition of cable sys-
tems into its cable rules § 76.5(a).) which contained a note as -follows:

"NOTE: In general, each separate and distinct community or municipal enitity
(including single, discrete, unincorporated areas) served by cable television
system, constitutes a separate cable television system. even if there is a single
headend and identical ownership of facilities extending into several com-
munities. See. e.g., Telerama, Inc. 3 FCC 2d 585 (1966); Mission Cable TV,.
Inc., 4 FCC 2d 236 (1966).-'

If the royalty computation of- theTable, Appendix IV were to be based on
the FCC's definition of cable systems, the revenues of individual cable systems
would be fragmented to such an extent that they would pay an even lower
rate of c6pyright fees until § 111's sliding scale. The result wou(l be that
the average effective fee i)aid by cable systenis woiuld be reduced from i.93%
to perhaps as low-as 1%.

111 subsection (d) (2) as proposed by CCO (Appendix V attached hereto), 'rovides
that the cable system In Its nerlorlic.reports must indicate "the gross-amounts frrespee-
tire of souree received by It" and provides for determination of "Jnst and reasonable
eomnilsory lclrense fees" withn,,t limlting speciflcally the -revenues which murt serve as
the base for computing the royalties.
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Accordingly, the copyright owners urge-,that.the following sentence be -added
to the definition-of a "cable systemni in:- Ill(f) (1) (C)> of S. 1361:

"For purposes of determining the royalty fee under Subsection (d) (2)(B),.two
,or more-cable systemsgin contiguous communities under common ownership or
control or operating frbin. the one headend shall be.considered as one system."

.5. Exempti6n.for small s8jtemn
Another-;point .which, I would 'like to bring to the attention of the Sulb-

committee is the exemption from copiyright payments of presently existing inde-
!endentfy owned cable systems having fewer than 3.500 subscriLers as Iro-
yidtc for in theConsensus Agreement. In this coiiectiMo I shar e the l,.ion
.previot:.sly expressed by the Subcommittee that it is not desirab!: to .exeinpt
a commercial- enterprise from the payment of copyright fees exclusively on the
basis of size. Indeed, the copyright owners-have given voice to this -iew in a
letter to Mr. Thomas C. Brennan, Chief Counsel to the Subcommittee, dated
February 28, 1969, in which they said that since eiensmall syst-.il piay sub-
.btantial -fees to municipalities for franchises and. pay their suppliers of equip-
.ment.and their utility bills- without any exemptions or discounts, they--should
.not be exempted from the payment of royalties for the program they use.

Thereafter, however, in an effort to reach agreement with the cable industry,
we were persuaded that we should not oppose a reasonable exempti-mn for small
and independently owned systems.

While we recommended that such an exemption be granted to independently
owned systems having less than 1,500 subscribers, the Consensus Agreement
ultimately provided for a much larger exemption and covered systems uli to 3,500-
subscribers. Our support for-this provision. therefore. is intimately connected
with the Consensus Agreement and our desire to reach agreement on a care-
fully balanced "package." 'If that-package-is now disturbed, and one part of the
Consensus Agreemeint essential to copyright owners repudiated by the cable
industry-,namely arbitration of the fee question-we would have no reason
to continue to support the provision exemi;ti.lg systems with fewer than 3,500
-subscribers ivhich are.-"independently ow.ned" and "now in existence." Accord-
ingly if the Committee deterinines to set fees in the bill we believe it should
not insert therein an exemption for smaller systems since it has nk, rational
basis or justification in the public interest.

6. Specialmnuitsi fund
Section Ill(d) (3) (C) of S. 1361-provides that i5% of the royalties collected

shall be maintained in a special fund and distributed to the copyright owners or
their designated agents, of musical works. It is felt that the allocation of the
funds distributable should not be predetermined by the statute. The amounts
payable by cable systems shoul(h be set by the Copyright Royalty Tribunal, and
its allocation to the various groups of copyright owners including owners of mu-
sical works, should be left to the Tribunal on the basis of the economic evidence
'before it.
7. The Overly-Broad G'rernmcntal and .Yonprofit Organization Eemnptior.

Section 111, would exempt completely from any copyright law-provisions second-
ary transmissions shen made at-cont by either governmental bodies or nonprofit
'organizations. This exemption in its-present form, appeared in II.R. 2512, 90th
Cong., 1st Sess. As explained in the report on that bill, H. Rept. 83, 70th' Cong.,
1st Sess. at 53-54, this provision was concerned with the operations of "non-
profit 'translators' or 'boosters' which do nothing more than amplify broadcast
signals and retransmit them to everyone in an area for free reception...." These
translators and boosters have always been subject to FCC regulation and require
retransmission consent of the originating station under § 325(a) of the Federal
Communications Act.

However, the language of the exemption as formulated in § 111 would be
equally applicable to cable system.. which are operated by governmental bodies
or nonprofit-organizations. In order to limit the exemption to nonpLuflt transla-
tors and boosters and similar secondary transmitters, we propose to insert into
the text for § 111 (a) (4) the words "... is not made by a cable system ... "

There are a large number of nonprofit organizations in the United States.
Many of them operate big enterprises. Moreover, there are already in existence
at least 15 municipally-owned CATV systems and there is an increasing drive
across the country for municipal ownership of cable systems. (See David Foster:
"Munlicip.l' Ownership Makes Precious Little'Sense" in CATW -Newsweekly, July
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18, 1973, p. 41). The copyright owners are concerned that increasing governmental
or non-profit ownership of cable systems may deprive them of license-fees for the
use of their product.

A free'ride for these entities cannot be squared with the achievement of the
public, u,pose which. underlies the copyright system. That purpose is to pro-
mote the useful arts by granting compensation adequate to foster creativity. A
legal requirement that copyrighted fimhn programs be available to nonprofit and
governmental users for free is no less repugnant to the purpose of the copyright
system because the user does not intend to make a profit.

No matter how wvell governmentally sponsored and nonprofit enterprises func-
tion, no one would suggest that' the -law require that their suppliers of equip-
ment, products and services furnish them free of charge. Likewise no one would
suggest that the law require artists to donate their paintings to publicly owned
art museums or authors to donate writings to publicly owned libraries. Nor should
the law require that the suppliers of the film products used by CATV supply them
to CATV free of charge merly because the CATV is operating on a nonprofit
basis. None of these-bodies obtain free-of charge the products and services upon
which their operation depends. CATV should be no different.

IV. THE NEED FOR .ADEQUATE COPYRIGHT FEES

1. The adverse impact of CAT"'s importation of programs front distant stations
,on the- program producers' income from television licenses

Frequency allocations and determinations by the FCC of a station's power,
and of the height and location of its transmitting antenna, together with electro-
physical limitations on television reception imposed by the horizon, lead to
a limitation of the aiea which the station's signals can reach for effective recep-
tion and to the creation of definite geographical-areas and'commercial "markets"
serviced by local stations.

,Copyright owners grant licenses to a television station for the telecasting
of programs in that station's market. These licenses usually are specifically
limited to the licensee station's present power and antenna height in order to
prevent programs from being received in other markets.

A station's revenue and hence one ef the factors which will determine the
price which it is aLle to pay to the copyright owner for a license to broadcast
a copyrighted work, depends on the size of the audience within, the' station's
market but not on any audience outside of that station's market. Each time
a program is exhibited in a.market, the audience potential for the next showing
of the program in that market is diminished.

When a cable system iml,orts a program from a distant station, it scoops
up part of the -potential audience for that program in the market where the
cable system operates wvi.'i the result that the local station will pay only a
reduced license fee, if it is willing to take a license at all, for a program which
has already been shown in its market. CATV importations of these programs into
other markets, in effect, deprives tloe cop-right owners of their right to grant
exclusive licenses in such other markets and thereby diminishes their ability
to collect license fees in those markets. The FCC's non-duplication rules pre-
vent such invasion of the station's markets only to a very limited extent and
are-applicable neither outside of the top 100 television markets nor to systems
located more than 35 miles distant from reference points within any market.

P. The claim of "do uble payment" is economically contrary to comwnosensc

CAT'V spokesmen ha e claimed at times that copyright owners seek "double
payment" for the same performance, i.e., first from the broadcasters and then
from the cable system, and that in any event they should seek to make up
their losses by charging additional fees to their licensee television stations
whose programs the CATV systiems retransmit. Since most of these stations
are also the victims of CATV's competition and diversion of income in their
own markets, such claims adds insult to injury. Moreover, the originating.station
will be unwilling to increase its fees because most advertisers will not pay
additions. rates for having their commercials carried to distant markets.

The net economic result of permitting the importation of programs from
distant stations has been well described by Dr. Leland Johnson of the Rand Cor-
poration in his study Cable Television and the Question of Protecting Local
Broadcasting, 1970, p. 21 (prepared under a grant from the Ford Foundation),:

"Because local audience is generally more valuable [to advertisers] than is the
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more distant audience, the financial costs of audience lost to the-lo .il station are
likely to outweigh the gains to the distant station-implying a- net'reduction in
financial resources available for programming. Under these, circumstances; .
the benefit of cable growth might well lie largely in providing the public with
more channels of worse stuff."

See also Mayer, About Television, New York, 1972, pp. 375, 376.
These facts of economic life in the program distribution industry have been

recognized by the Court of Appeals in the CBS v. Teleprompter case, where the
Court said in its footnote 2:

"Teleprompter has argued that the copyright holder can demand a greater
fee from the broadcast station in the larger market in-light of the greater audi-
ence that will now view the programs as a, result of CATV. However, appellants
have responded, and we must agree, that the aanount that a broadcast station is
willing to pay for the privilege of exhibiting a- copyrighted program is economi-
cally tied more to the fees that advertisers are willing to pay to sponsor the pro-
gram than to some projected audience size. No evidence was presented ir. the
court below to show that regional or local advertisers would be willing to pay
greater fees because the sponsored program will be exhibited in some distant mar-
ket, or that national advertisers would pay more for the relatively minor increase
in audience size that CATV carriage would yield for a network program. Indeed,
economics and common sense would impel one to an opposite conclusion.
S. The Addition of a New Source of Income to Program Producers is in the PibLli

Interest
Multiple uses of copyrighted works have traditionally led to the payment of

separate royalties for each income producing use. Thus, as Dr. Leland Johnson
explains in The Future of Cable Television (197)), another-indepth economic
study prepared by the aforecited distinguished economist for the Rand Corpo-
ration under a Ford Foundation grant (p. 27):

". .. the fact that a movie is produced primarily for the theatre market-and
supported by I,aid admissions does not suggest that television stations supported
by advertising revenues should have free access to those movies. Nor does the prot
duction of programming primarily for the advertiser supported broadcast market
suggest that cable systems supported by subscribers should have free access to
that programming."

The history of the motion picture industry illustrates this point well. The
sources of the industry's income hat t varied over the years. In pre-television
days, motion picture income came l,.marily from exhibition in theatres. When
television became a commercial fact, -the feature films produced by the motion
picture companies and already shown in threatres were licensed under copyright
law to television stations and Detworks for broadcasting into the natioi's homes
and additional 2ees were paid for the separate broadcasting use. Fees for tele-
vision network use did not include the right to use the films for non-network
broadcasting. one subse4uent shorting of films in local stations (called "syndica-
tion" in the trade)- p.ovided an additional source of income for the program
producers.

Th!e same pattern of separate payments for different uses was applied when
filmns mnde for television (as distinct from theatrical exhibition) began to come
into widMespread use. Thus original films made for teleNi lia, were licensed to tele-
vision networks and then to local stations. These licenses did not permit use of
the TV films by CATV, a use reserved to the licensor as a future source of income.

Th(oe patterns of different rentals -for different uses are the patterns not only
of the past years in which the motion picture industry grew, but still prevail
today. The various sources of incine from different uses of the same film pro-
vide money-to pay the creative people who make the-films.

The production and distribution of both feature films and television program
series are characterized by a high degree of financial risk with large capital
expenditure. Even where a motion picture is produced for initial exhibition in
theatres, the great majority of these films would not break even, let alone make a
profit. without revenue from television showings. Indeed, moit feature filnms
would not lbe produced at all lucre it not for the anticipated revenue from
television.

Even more risky are the development. production and distribution of pro-
grams specifically designed fo, television. Producvrs of television series mu.Lt iini
tiate, with a substantial investment. a broad range of program development
projects to insure a continuous flow of product. Fewer than one in five "develop.D
ment projects" (all of which require some cash risk) progress to, the point of
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being a finished "pilot" film. The pilot itself is merely a sample programsrequiring
a significant speculative outlay by the producer, the return- of which, is by /no
mer.ns guaranteed. Approximately; tworthirds ;of the pilot programs are not :suc-
-cessful-. and of those which.arefsuccessful, 90 percent ofthe producers do-not re-
coup their expelises in the first run.

In order to periiit producefs-,to amortize,.tbeir investment and, to at least
break even, it would,seemnnatural,that CATV contribute a fair share out-of the
cablle systems' income from their use ofcopyrighted films. The-addition of:license
fees from cable systems as a new source of -income .will- be. an incentive to in-
crease and improve the,productioni of programs.;

Accordlng.to Dir..Johnson, as-set forth in the.aforeeited~ study The Future.of
Cable Television, CATV has an, important public task to perform- and there are
goodr policy reasons why, CATV should pay copyright fees. He says (p. 26),:

"Even, if advertiser erosion were not an issue, payment would constitute an
additional-revenue source to program producers that would.likely stimulate pro-
duction of additional programming.ia- a socially de8irable ,fa.shion." (Emphasis
supplied),

As Dr. Johnson further explains. the contributionb y CATV to the payment
of -copyright, -fees, willl not only constitute additional r.eyenue for progr9an
producers and, lighten the burden of broadcasters. but it will also iimprove
diversity of programming which cable- systems will be able- to retransmit to
-their subscribers:

"Paymient for both commercial and non-commnereial signals may hiive bene-
ficial effects on diversity in progralmminng by reducing the plrogrammfifing costs
.to statibns.whose signalI are carried on' cable.

.* * * * * *

.... the nature of what cable operators obtain will -likely not be independent
of what they pay. One can reasdnibly expect that their payments, in addition
-to advertiser revenues within the broadcasting system, Would bring forth
.programming that otherwise would not have been produced" (Id. at pp. .39-40).

And in his other aforementioned study for lte Rand Corporation entitled
Cable Television and the Question of Protectinq Local Broadcasting (1970, at
,pp. 20-21), Dr. Johnson explains the desirability of cable systems.paying sub-
.stantial fees to the copyright owners:

"If cable operators pay substantially for programming. they will, in effect be
:sharing the cost of programming with broadcasters, to the benefit of both.

For the leasons discussed above, the higher the fees set, the greater the extent
to which c.,ble operators will share programming costs with broadcasters, and
the less severe the problem of maintaining adequate over-the-air services in
the face of ihble growth."
Jo. The Growth of the-Cable Indlutry woill inereasc the losses of the copyright

otmtners unless substantial royalties are paid by-that itdusitry
The huges revenues of CATV, produced by the diversion of audiences from

TV to CATV, will reduce -the income presently collected from advertisers by the
many hundredsof stations to whom fi'm producers now license their cop,- righted
motion pictures.

When television nppeared on the entertainment scene In the early nineteen
hundred and fifties and diverted revenues from theatres to television stations,
full copyright' coverage applicable to the telecasting of lotion, pictures replaced
at least a part of the lost theatrical revenues. The same hlns unfortunately not
been true so far for CATV because of the failure of cable systems to contribute
to the cost of program production. If the fee schedule of § 111 of S. 1361 should
be adopted, the inadequate amount of such fees (see supra, Part III) would do
little to remedy the situation.

As the number of viewers of television programs by means of CATV grows,
the reward to the creative artists,must shrink as broadcasters become fewer,
and their audiences smaller. The end result must be that less and' less talent
will be attracted to the creation of television programs, that the standard of
quality of such pograms will inevitably suffer, and that the number of pro-
grams in which it would appear fruitful to make an investment will decline,
unle~s CATV is required to ay -substantial copyright fees.

While the magnitude of the decline of the program production industry's in-
come resulting from the spread of CATV is hard to express in terms of dollars
and cents without the aid of economic fact-finding and expert evidence as out-
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lined above, such decline will certainly be substantial. If uncompiensated, this
decline would threaten the continued viability of the industry and with it, the
livelihood of the people who comprise it.

-(ONCYUSION'

Throughout. the long lasting debate on protection for copyrighted television
programs against their uncompensated retransmission by cable systems, the
copyright owners have encountered the myopic proposition that modern tech-
nology has made traditional principles of copyright protection too burdensome to
"progress" and, hence, expendable. In my view, however, the Congre.sw would
commit.a.grave error .if on such specious premise it were to erode the funda-
mentals of copyright protection which have stood since the begfiniifig of the
Republic.

'To build cable systems, to multiply the number of distant signals carried by
them and to increase the distances by the miracleq of modern technology, does
not result in bringing to the public more high quality programs. Television sig-
nals are nothing but electro-magnetic impulses. They may carry a -message but
contrary to McLuhan, they are not the message. The public's demand is not for
sign!als or channels but for programs. To ignore this distinction is to fail totally
to meet the real challenge of communications technology or to realize the poten-
tial.of caple televiipon..

Without the production of television programs, both brdadcasting stations and
cable systems would be unable to operate and the television receivers of the
American public would stand dark and silent. To jeopardize or to minimize
copyright protection for the creators of these programs is, inevitably; to collapse
the structure upon whicl the television and cable industries stand. Copyright
protection is a pillar of prdgress, not as some have come to represent it, a penalty
on progress. If the price of the new technology of cable television is the dis-
couragement or stagnation of creative endeavors, the American e,,ople will face
tne-bleak future of living with a very sterile technology.

FULL TEXT-AGREEMENT AMIONG PRINC' aL INDUSTRY GROUPS

Compromise Sponsored by Office of Telecommunications Policy With Representa-
tives of Broadcasters, Copyright Owners and Cable Systems

-APPENDIX D

CONdsirU S " AdREEMENT

Local Signals:
Local-signals defined as proposed by the FCC, except that the significant ' 1w-

ing standards to be applied to "out-of-market" independent stations-in overlap-
ping market situations would be a viewing hour share of at least 2% anid a net
weekly circulation of at least 5%.

Distant Signals:
No change from what the FCC has proposed.

,xrclusivity for Non-Network Programming (against distanct signals only):
A series shall be treated as a unit for all exclusivity purposes.
The burden will ie upon the copyright owner or upon'the broadcaster to notify

cable systems of the right to protection in these circumstances.
A. Markets 1-50

A 12-month pre-sale period running from the date when a program in syndica-
tion is first sold any place in the U.S.i plus rin-of-contract exclusivity where
exclusivity is written into the contract between the station and the program sup-
plier .(existing contracts will be presumed to be exclusive).

B. Markets 51-100.
For syndicated program.ming which has had no previous non-network broad-

cast showing in the market, the following contractual exclusivity will be allowed:
(1) For off-networkseries commencing with first show;ing until first run

completed, but no longer than one year.
(2) For first-run syndicated series, commencing with first showing and

for two years thereafter.
(3) For feature films and first-rn., non-series sydicated programs, com-

mencing with availability date and for two years thereafter.
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(4) For, other programming, commencing with purchase and until day
after first run, but no longer than one year.

Provided, however, that no exclusivity protection would be afforded against a
,program imported by a cable system during prime time unless the local station
is running or will run that program during prime time.

Existing contracts will be presumned to be exclusive. No preclearance in these
markets.

C. Snmaller Markets.
No change in the FCC proposals.

Exclusivity for Network Programnizing:
The same-day exclusivity now provided for network programming would be

reduced to stimultaneous exclusivity (with special relief for time-zone problems)
:to be provided in all markets.

Leapfrogging:.
A. For eaclt of th, irst two signals imported, no restriction on point of origin,

except that if it is ....en from the top 25 markets it must be from one of the two
closest such markets. Whenever a CATV.system must black out programming
from a distant top-25 market station whose signals it normally carries, it may
:substitute any distant signals without restriction.

B. For the third signal, the UHF priority, as set forth in the FCC's letter of
.August 5, 19 7l, . it6
Copyright Legislation:

A. All parties would agree to support separate CATV copyright legislation as
-described below, and to seek its early passage..

B. Liability to copyright, including the obligation to respect valid exclusivity
.agreements, will be established for all CATV carriage of all radio and tele.ision
broadcast signals except carriage by independently owned systems now in exist-
*ence with fewer than 3500 subscribers. As against distant signals importable
under the FCC's initial package, no greater exclusivity may be contracted for
than the Commission may allow.

C. Compvlsory licenses would be granted for all local signals as defined by
the FCC, and adcitionally for those distant signals defined and authorized
under the FCC's initial package and those signals grandfathered when the
initial package go_; into effect. The FCC would retain the power to authorize
additional distant signals for CATV carriage; there would, however. be no com-
pulsory license granted with respect to such signals, nor would the FCC be able to
limit the scope of exclusivit. agreements as applied to such signals beyond the
limits applicable to over-the-air showings.

D. Unless a schedule of fees covering the compulsory licenses or some other
payment mechanism can be agreed upon betwee-l the copyright owners and the
CATV owners ill time for inclusion in the new copyright statute, the legislation
would simply pro;;ae for compulsory arbitration failing private agreement on

-copyright fees.
E. Broadcasters. as well as copyright owners, would have the right to enforce

exclusivity rules through court actions for injunction and monetary relief.
Radio Carriage:

When a CATV system carries a signal from an AM or FM1 radio station licensed
to a community beyond a 35-nmile radius of the system, it must, on request, carry

-the signals of all local AM or FM stations, respectively.
-Grandfa thering:

The new requirements as to signals which may be carried are applicable only
to new systems. Existing CATV systems are "grandfathered." They can thus
freely expand currently offered service throughout their presently franchised
areas with one exception: in the top 100 markets, if the system expands beyond
-discrete areas specified in FCC order (e.g., the San Diego situation), operations
in the new portions must comp'y with the new requirements.

Grandfathering exempts from future obligation to respect copyright exclu-
sivity agreements, but does not exempt from future liability for copyright

)payments.
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APPENDIX E

FEDERAL COMMUNICATIONS COtIM[ISSION

Washington, D.C. 20554

January 26, 1972
lIon. JoIHN L. MCCLELLAN,
Chairma;;n, SuScommittee on Patents, Tradelmarks and Copyright3,
U.S. Senate,
Wllashington, D.C.

DEAR MR. CHAIRMAN: This letter is directed to an important policy aspect of
our present deliberations on a new regulatory program to facilitate the evolution
of-cable television. That is the matter of copyright legislation,.to bring cable into
the competitive television programming market in a fair and orderly way-a
matter with which you as Chairman of the Subcommittee on Patents, Trademarks
and Copyrights have been so deeply concerned in this and the last Congress.

You will recall that we informed the Congress, in a letter of March11, 1970 to
Chairman MIagnuson, of our view that a revised copyright law should establish
the pertinent broad framework and.leave detailed regulation of cable television
signal carriage to this administrative.forum. In line with that guiding principle
and a statement in our August 5, 1971 Letter of Intent that we-would consider
altering existing rules to afford effective -non-network program protection, we
are now shaping a-detailed program dealing with such matters as distant signal
carriage, the definition of local signals, leapfrogging, and exclusivity (both
network and non-network). That program is now approaching final- action.

As of course you know, representatives of the three principal industries in-
volved-cable, broadcasters, and copyright ownvers-have reached a consensus
agreement that deals with most of the natters mentioned above. On the basis
of experience and a massive record accumulated over the past several years, we
regard the provisions of the agreement to be reasonable, although we doubtless
would not, in its absence, opt in its precise terms for the changes it contemplates
in our August 5 proposals. But the nature of consensus is that it must hold to-
gether in its entirety or not at all-and, in my own vie\\, this agreement on
balance strongly serves the public interest because of the promise it holds for

,resolving the basic issue at controversy.
This brings me directly to a key policy consideration where your counsel would

be mlost valuable. That is the effect of the consensus agreement, if incorporated
in our rules, on the passage of cable copyright legislation.

The Commission has long believed that the key to cable's future is the resolu-
tion of its status vis-a-vis the television programming distribution market. It has
held, to this view from the time of the First Report (1965) to the present. We
remain convinced that cable will not be able to bring its full benefits to the
American people unless and until this fundamental issue is fairly laid to rest.
An industry with cable's potential simply cannot be built on so critical an area of
uncertainty.

It has alsu been the Commission's view, particularly in light of legislative his-
tory, that the enactment of cable copyright legislation requires the consensus of
the interested parties. I note that you have often stressed this very point and
called for good faith bargaining to achieve such consensus.

Thus, a primary factor in our judgment as to the course of action that would
be.,t serve the public interest is the probability that Commission implementation
of the consensus agreement will, in fact, facilitate the passage of cable ccpyright
legislation. The parties themselves pledge to work for this result.

Your advice on this issue, Mr. Chairman, would.be invaluable to us as we near
the end of our deliberations.

With warm personal regards.
Sincerely,

DEAN BUncH, Chlairmanl.
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U.S. SENATE COMMITTEE ON THE JUDICIARy, SUBCOMMITTEE ON PATENTS.
TRADEMARKS, AND COPYRIGHTS

(Pursuant to Sec. 13, S. Res. 32, 92d Congress)

Washington, D.C. 20510

January 31, i972
Hon. DEAN B6UCH,
Chairman, Federal Communications Commlissiotl, Washington-, D.C.

DEBa MR. CHAIRMAN: I have your letter of January 26, 1972, requesting my
advice on the effect of the consensus agreement reached by the principal parties
involved in the cable television controversy on the passage of legislation for
general revision of the copyright law.

I concur in the judgment set forth in your letter that implementation of the
agreement will markedly -facilitate passage of such legislation. As I have stated
in several reports to the-Senate in recent years, the CATV question isthe only
significant obstacle to final action by the Congress on a copyright bill. I ,, ed
the parties to negotiate in good faith to determine if they could reach agreement
on both the communications and copyright aspects of the CATV question. I com-
mendthe parties for the efforts they-have made, and-beaieve that the agreement
that has been reached is 'in the public -interest and reflects a reasonable com-
promise of the positions of the various parties.
' The Chief Counsel of the Subcom'mitfee, on Patents, Trademarks and Copy-
rights in a letter of December 15, 1971 -has notified all the parties that it is the
intention of the Subcommittee to immediately resume active consideration of
the copyright legislation upon the implementation of the Commission's new cable
rules.

I hope that the foregoing is helpful to the Commission' n its disposition of this
important matter.

With kindest regards, I am
Sincerely,

JOHN L. MCCLELLAN, Chairman.

NATIONAL CABLE TELEVISION ASSOCIATION, INC.,
Robin-son, Ill., February 14, 1972.

.Mr. DAVmD HOROWITZ,
SCREEN GEMs
Netw York City, N.Y.

DEAR 'MR. HORowITZ: AS you know, the FCC issued its long-awaited CATV
Report and Order on February 3. The rules adopted in that document are
largely based on the compromise agreement of November 5, 1971, to which
NCTA, NAB, AMIST and the ad hoc copyright owners' committee were signatories.

NCTA has analyzed the new rules, and, although we would have preferred
to have manv ofthe provisions enacted in-a different manner, we have decided
not to cause further delay by our opposition.

The compromise obl.iged all'of the, agreeing parties-to support -implementation
of its provisions. 'ihe FCC has-now acted, and the new rules are scheduled to
take effect on March al. I trust that you will jointmwithm:ls in opposing any recon-
sideration of the Report and Order, attempts to stay the effective-date, or appeals
from the rules. Support of the Commission at this time is called for by the
compromise.

Best personal regards,
Sincerely,

JOHN-'GwIN.

PICTURE INDUSTRIES, INC.,
New York, N.Y., Febrfuary-18, 1972.

Mr. JOHN GwIN,
Chairman of the Board, National C Mle Televi8ioiz Association, Inc., Robinson,

Ill.
DEAR MR. GwINr: Thank you for your letter of February 14, 1972.
We are in full accord with your statement that "the compromise obliged all

of the agreeing parties to support implementation of its provisions." I trust that
we are also in agreement that such implementation pertains not only to the rules
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issued by the FCC but also to copyright legislation and that these two aspects
of.implementing the Compromise are inextricably tied together.

In this connection, I would like to stress the need for immediate meeting.s
between our irespective lawyers to agree on the text of a revii.ed Section 111 of
the'Copyright .Bill which would reflect the provisions of the Compromise and
which the parties would recommend jointly to tl:e Congress. In my absence,
Gerald Phillips telephoned you earlier this week to request that NCTA's law-
yers be made available for this purpose at dates earlier than they have stated
they coildl iiei iil view of their .other NCTA commitments. I sincerely -hope
that you will be able to arrange for such a meeting within the next several
-days.

As to the fee schedule under the compulsory license, the members of your
and ciur negotiating committees agreed at our last meeting that a fee schedule
could not be ixorked out between the parties-. It was recognized that this was
.inevitable as long as INCTA feels that any agreement must provide for.a single
.fee to embrace all types of program material. Obviously, since our Committee
represents producers and distributors of filmed and taped television programs, we
could not negotiate for fees payable to the music performing societies, the
networks or other possible claimanr's., This is a joint which we-had made at the
outsetof our negotiatiol., and it was for that reason that we suggested to your
Committee at our meeting in December of last year that NCTA should enter into
negotiations with these other groups.

In any event, it has been quite clear to both parties that any further efforts
at negotiation of fees would not only be fruitless, but would delay prompt intro-
ductiolnand- enactmeht of a copyright bill, which is essential to implementation
of the consensus agreement.

At the last meeting of the two industry committees, the NCTA representatives
stated that despite this inability to agree upon- fees, the NCTA would, nonetheless
support inclusion in the statute of a fee schedule not agreed to by the parties.
In a subsequent conversation, Alfred Stern confirmed to me that this was the
<fficial-position of the NCTA, adopted at a board meeting of the Association. In
our view, this 'violates the clause of the Compromise which sta+ s expressly that
"[u]nless a- schedule -of fees -covering the compulsory licenses · or some other
palmenlt m1eclhafii-gm can be agreed uponi beteen;thle. copyright owners -ald the
CATV owners in time for inclusion in the new copyright statute, the legisla-
tion would simply provide for compulsory arbitration failing private agreement on
copyright fees." In view of the past history of open and fair dealing& between
our groups. the indicated failure of the NCTA to support the cited provision ot
the Compromise has caused grave concern amongg-the members of.our Committee.

In the meanwhile, I have received conflicting reports on the official attitude
taken by the NCTA regarding its support for. the-above pr.vision of the Com-
promise. I believe, therefore, that it would be most helpfulif you could advise
me by letter of the NCTA's unf quivocal position that it supports all of the pro-
visions of the Compromise including that dealing, with arbitration. Such assur-
ance would be most helpful in bringing about a full. and speedy inmplementa-
tlori-of the-Compromis--a goal to which our industry is completely cpminjtted..

W'ith.i iest.personal regards.
Six~i'ely yours,

DAVID H. HoRowITz.

CABLE TELEVISION INDUSTRY-1971 FEE STRUCTURE OF S. 1561

Marginal Effective
rate Subscribers Revenue Oe rate

Annual revenue range (thousands) (percent) Systems *(millions), (millions) (millions) (percent)

$0 o $sF0 .......................... 1 2,075 1.70 109 1.09 1.00
$160 to $320 ....................... 2 46 153 97 1 .21 1.24
380 to S4 ....................... 3 147 . 53 .88 1.66

UN to $640 ....................... 4 47 .39 25 .53 2.15
$640 plus ......................... 5 105 1.76 112 3.93 3.51

Total .................................... 2, 839 6.20 396 7: 3 1.93
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COPYRIGHT REVISION BILL

PROPOSED TEXT OF CABLE TELEVISION SUBMIT'ED BY COIMMITTEE OF COPYRIGHIT
OWNERS

SEC. 111. Limitation on exclusivc rights: Scondary tran8mission8
(a) CERTAIN SECONDARY TRANSMISSION EYXEMPTED.-The seconr.

ary transmission of a primary transmission embodying a performance or dL.pllay
of a work is not an infringement of copyright if:

(1) the secondary transmission is not made by a cable system, and constits.
entirely of the relaying, by the management of a hotel, a)artmelnt house, or
similar establishment, of signals transmitted by a broadcast station licensed by
the Federal Communications Commission, within the local ,ervice area of such
station, to the private lodgings of guests or residents of such establishment, and.
no direct charge is made to see or hear the secondary transmission; or

(2) tile secondary transmission is made solely for the purpose and'under the-
conditions specified by clause (2) of section 110; or

(3) the secondary transmission is made by a common, contract, cl special
carrier who has no direct or indirect control over the content or selection of the
primary transmission or over the particular recipients of the secondary transmis-
sion, and whose activities with respect to the secondary transmission consist solely
of providing wires, cables, or other communications channels for the use of others;
Provided, That'the provisions of this clause extend only to the activities of said
carrier with respect to secondary transmissions and do not exempt from liability
the activities of others with respect to their own primary or secondary trans-
mission; or

(4) the secondary transmission is not made by a cable system and is made
by a governmental body, or other non-profit organization, without any purpose of
direct or- indirect commercial advantage, and without charge to the recipients
of the-secondary transmission other than assessments necessary to defray thte
actual and reasonable costs of maintaining and operating the secondary trans-
mission -service.

(b) SECONDARY TRANSMISSION OF PRIMARY TRANSMIISSION TO
CONTROLLED GROUP.-Notwithstanding the provisions of subsections (a)
and (c), the secondary transmission to the public of a primary transmission em-
bodying a performance or display of a work is actionable as an act of infringe-
ment under section 501, and is fully subject to the remedies provided by sections.
502 through 506, if the primary transmission is not made for reception by the
public at large butqis controlled and limited to reception by particular members
of the public.

(C) SECONDARY'TRANSMISSIONS BY CABLE'SYSTEMIS-
(1') Subject to the provisions of clause (2) of this subsection (c), secondary

transmissions to the public by a cable system of a primary transmission nlade
by a broadceast station licensed-by the Federal Communications Commission and
embodying a performance or display of a work shalh be subject to compulsory
licensing upon compliance with the requirements of subsection (d) in the follow-
ing cases.

(A) Where the signals comprising the primary transmission are exclusively
aural and the secondary transmission is permissible under the rules and regula-
tions of the Federal Communications Commissior ; or

(B) Where the community of the cable system is in whole or in part within the
local service area of the primary transmitter; or

(C) Where the signals comprising the secondary transmission are contem-
plated by and consistent with section 76.5(a), (f), (g). (h), (i), and (o)
through (u) and Subparts D and F of the rules and regulations of the Federal
Communications Commission as published in Volume 37, Federal Register. page
3252 et seq., on. February 12, 1972.

(2) notwithstanding the provisions of clause (1) of this subsection (c), the
secondary transmission to the public by a cable system of'a p'imary tntnsmi.ssilon
made by a broadcast station licensed by the Federal Communications Commission
and embodying at performance or display of a work is actionable as an act. of
infringement under section 5)01, and is fully subject to the remedies provided by
sections .502 through 500, in the following cases:

(A) Where the signals comprising the secondary transmission, whether or
not authorized by the Federal Communications Commission, are inconsistent
with, or in excess of those contemplated by, the rules and regulations of the
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Federal Communications Commission referred to in subclause (C) of clause (1p
of this subsectibon (c) ; or

(B) Where the cominunity of the cable soystem is in whole or in part within the
local service area of one or more television broadcasting station.s licensed by
the Federal Communications Commission and-

(i) the content of th'` particular transmission program consists primarily of
an organized professional team sporting event occurring simultaneou.sly with the
initial fixation and primary transmission of the program; and

(ii) the secondary transmission is made for reception wholly or partly out-
side the local service area of the primary transmiitter; and

(iii) the secondary transmission is made for receptiont wholly or partly w-ithin
tie local service area ,f one or more television blroadcasting stations litenbf-tl
by the Federal Communications Commission, none of whllich has received aul-
thorization to transmit said program within such area.

(d) COMPULSORY LICENSE FOR SECONDARY TRANSMISSIONS BY
CABLE SYSTEMS.--

t1) For any 'secondary transmission to be subject to compulsory licensing
under subsection (c), the cable system shall at least one month before the date of
secondary trainsmission or within 30 days after the -enactment of this Act,
whichever date is later, record in the Copyright Office, a notice including a state-
ment of the identity and address of the person who owns or operates the sec
ondary trminsmission service or has power to exercise primary control over it
together with the name and location of the primary transmitter, or prinary
transrfitters, and thereafter from time to time, such further Information a.s he
Register of Copyrights shall prescribe by regulation to carry out the purpose. of
this clause (1).

(2) A cable system whose secondary transmissions have been subject to com-
pulsory licensing under subsection (c) shall during the months of January,
April, and July and October, deposit with the Register of Copyrights, in accord-
ance with requirements that the Register shall prescribe by regulation and
furnish such further information as the Register of Copyrights may require to
carry outthe purposes of this clause (2)-

(A) A statemenit of account, covering the three months next precedim,, specify-
iig' the number of channels on which the cable system made secondary trans-
missions to its subscribers,.the names and locations of all primary transmitters
whose transmissions were further transmitted by the cable system and the
gross abmounts Irrespective of source received by the cable system.

(B) A total royalty fee fdr the period based upon a se:ledure or schedules
to be deterinined as foll6ws.

(i) Within *slty days after the enactment of this Act, the Register ,f Copy-
rights shall constitute a panel of the Copyrightt.Royslty TribunalAin accordance
with Section 803 for -the purpose of fixing a schedule or schedules of just and
reas6nable compulsory license feeejs.

(ii) The schedule or schedules of coinipalsory license fees shall be determined
by the Tribunal in a like manner a.s if the Tribunal were convened to make a
determination concerning an adjustment of copyright royalty rxt.s, provided,
howve!i', that Sections 806 and 807 shall not appjly and that the dtt,.rmination
of the Tibunai shall- se effective at the end of the twelfth month after the en-
actment of this Act br on the date the Tribunal renders its decision, whichevee
occurs sooner.

(iii) The Tribunal, immediately upon making a determination, shall'transmit
its decision, togetiher, with' the reas'ons therefor, to the Register of Copyrights
who, shall give notice of such decision by publication in the Federal Register
within fifteen days' from receipt thereof. Thereafter, the determination of the
Tribunal may be subject to the judicial review in a like manner as provided in
Section 809 but no other official or court of tile United States shall have power
or jurisdiction to otherwise review the Tribunal's determination.

(iv) Notwithstanding any of the provisions of tile antitrust laws (as desig-
nated in §1 of the Act of October 15, 1914, p. 323, 38 Stat. 730, Tit. 15 U.S.C. § 12;
and any amendment of any such laws) owners of copyrights in different works
and owners of cable systems may among themselves or jointly withleach .dther
agree on, or submit to the Copyright Tribunal for its consideration, one o.. more
proposed schedules of compulsory license royalty fees, and proposed categories
of secondary transmissions and cable systems for inclusion in an. of the sched-
ules to be established or adjusted by the Tribunal pursuant to this s :,section
and Section 802.
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(C) The preceding subelause (B) of clause (2) of this subsection (d), shall
not apply to cable systems that before March 31, 1972, were operating in accord-
ance with the rules and regulations of the Ftderal Communications Commission,
served less than 3,500 subscribers, and were not, directly or indirectly, by stock
own-nership or otherwise, under common ownership or control, with any other cable
systems serving in the aggregate more than 3,500 subscribers, provided that this
exemption shall continue to apply as long as the cable system continues to serve
not more than 3,500 subscribers and iswnot directly or indirectly, by stock oivner-
ship or otherwise, under common ownershilp or control with any other cable
systems-serving in the aiggergate m'oie thfii 3,500 sb.scribers, and provided fur-
fler, that such cable system files annually at the Copyright Office in accordance
with requirements that the Register of Copyrights shall prescribe by regulation,
a statement setting forth the names and addresses of other cable systems directly
or indirectly in control of, controlled by, or under common control with the cable
systelm filing the statement, thie number of subscribers served by each of such
other cable systems; and the names and addresses of any person or persons who
directly or indirectly own or control the cable-system filing the statement and di-
rectly or indirectlyvown or control any otLher cable system or systems, and-the
names and 4ddresses of the c.ble systems so owned or controlled. For the pur-
poses of this subclause (C) of clause (2) of subsection (d), "subscriber" shall
mean a household or business establishment, or, if a hotel, apartment house or
similar establishment, it shall mean a lodging or dwelling unit within such es-
tablishment containing a television receiving set.

(3) The royalty fees deposited under clause (2) shall be subject to the follow-
ing procedures:

(A) Dlring the month of .Tuly in each year, every person claiming to be en-
titled to compulsory license fees for secondary transmissions made during the
preceding twelve-month period shall file a claim with the Register of Copyrights,
in accordance with requirements that the Register shall prescribe by regulation.
Notwithstanding any provisions of the antitrust laws (as designated in § 1 of
the act of October 15, 1314, 38 Stat. 730, Tit. 15 U.S.C. § 12, and any amendments
of any such laws), for purposes of this clause any claimants may agree among
themselves as to the proportionate division of compulsory licensing fees among
hem,,ma.l: ylump their claims together and file the/n jointly or as a single claim,

or many .designate a,c.qpion agent to receive payment on their behalf.
(B) After the first day of August oeach year, tle Register of Copyrights gsJall

determihe whether there exists. a controversy. concerning the statement of accoiint
or the distribution of royalty fees deposited under clause (2). If he determines
that no such controversy exists, he shall, after deducting his reasonable admin-
istrative costs under this section, distribute such fees to the copyright owners
entitled, or to thleirdesignated agents. If he finds the existence of a controversy.v
he shall certify to that fact and proceed to constitute a panel of the CopyriiAt
RoyaltyvTribunal in accordance with section 803. In such cases the reasonr.ile
administrative costs of the Register under this section shall be deducted prior
to distribution of the royalty fee by;the tribunal.

(C) During the.pendeficy.of an. proceeding.nnder this subsection. the Register
of Cop.ritghts cr-the Copyright Roy44lty Tribunal shall Withhold from distribu-
tion an amount suffleient to satisfy all claims With respect to which a contro-
versy exists, bitt shall have discretion to proceed to distribute any amnounts that
are not in controversy.

(e) Relation to other laow8 and regulations.--Nothing in this section shall
be construed as limiting or preempting the authority of the Federal Com-
iunications Commission to regulate the operations of broadcast stations or
cable systems pursuant-to any other Act of Congress; Provided that, the Federal
Communications Commission shall not limit the area, duration or other scope of
the exclusivity a television broadcast station may acqu/lire respecting secondary
transmissions by cable systems that are not subject to the Compulsory license
provided for in subsection (c) of this- Section 111 beyond any limits that may be
applicable to the area, duration or other scope of the exdlusivity a television
broadcast station may acquire respecting. .her television broadcast stations.

(f) Dbenitions.-As used in this secth a, the following terms and their
variant forms mean the following:

,(1) A "primary transmission" is a transmission made to the public by the
tran.smittrig farility whose signals are being received and further transmitted
by the secondary transmission service, regardless of where or when the per-
formance or display was first transmiitted.

(2) A "secondary transmission" is the further transmitting of a primary trans-
mission simultaneously with the primary transmission without change in pro-
gram or other message content.
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(8) A "cable system" is a facility that iu whole or in part receives signals
transmitted by one or more television broadcast stations licensed by the Federal
Communications Commission and makes secondary transmissions of such signals
by wires, cables, or other communications channels to subscribing members
of the public who pay for such service. For purposes of determining the royalty
fee under Subsection (d) (2) (B), two-or more cable systems in contiguous com-
munities (including, different political divisions or subdivisions) under common
ownership or control or operating from one headend shall be considered as one
system.

(4) The "local service area of a primary transmitter" as used in this section
comprises the s.rea in which a television broadcast station is entitled to insist
upon its signal being -retransmitted by a cable system pursuant to the rules
and regulations of the Federal Communications Commission as published in
Voliunme 87, Federal Register, page 8252, et seq., on February 12, 1972, or such
similar rules as the Federal Communications Commission may from time to time
lawfully adopt in the future in light of changed circumstances.

(5) The terms "full network station," "partial network station," "independ-
ent- commercial station," and "non-commercial educational station" as used in
subpart D of the rules and regulations of the Federal Communications Commis-
sion as published in Volume 37, Federal Register, page 8252, et seq., on Febru-
ary 12, 1972, shall be defined in accordance with the rules and regulations of the

,Commission of the same date with such additional elaboration asthe Commis-
sion may from time to time provide consistent with the intent of this Act.

(g) This section shall be effective upon the enactment of this Act.
[Add the following to section 501]
(c) For any secondary transmission by a cable system that embodies a per-

formance or a display of a work which is actionable as an act of infringement
under subsection (c) -of section 111, a television broadcast station holdirg-a
copyright or other license to transmit or perform the-same version of that work
shall, for purposes of subsection (b) of this section 501 be treated as a legal or
beneficial owner if such secondary transmission occurs within the local service
area of that television broadcast station.

Amend Section 801(b) by deleting the words "continue to be reasonable" and
by substituting the words "are just and reasonable."

THE PROFITABrILI'Y oF CABLE TELEVISION SYSTEMS AND EFFECTS OF COPYRIGHT

(Robert W. Crandall, Associate Professor, M.I.T. and Lionel L. Fray,. Senior
Executive Consultant, T.B.S.)

FEE PAYMENUTS

SUMMARY

Following-the implementation of new FCC regulatory policy for cable television
in early 1972, representatives of the cable television and program production in-
dustries have been attempting to determine a mutually acceptable schedule of
fee payments by the cable industry for the commercial use of copyrighted pro-
gramming. Agreement on a schedule would facilitate the passage Of legislation
and permit the cable television industry more rapidly to fulfill its potential for
serving the public, an objective supported by the FCC, OTP, and probably a
majority of the Congress and the public-as well as by the copyright owners.

Unfortunately, agreement has not been possible chiefly because the representa-
tives of the cable television industry argue that many cable systems are not suffi-
ciently profitable to cover their capital costs, and that copyright fee payments in
any significant amounts would reduce cable system profits to a level so low that
the industry would be unable to attract new capital to permit future growth. The
major evidence advanced to support their views is an economic study undertak-en
for the industry by Mitchell.'

We have independently attempted to assess the profitability of cable television
systems, and the likely effects of copyright fees upon their ability to attract suffi-
cient amounts .of capital to sustain future growth. The analysis incorporates not
only much of Mitchell's evidence, but also additional data developed subsequent
to the publication of his paper.

Bridger M. Mitchell in association with Robert HS Smiley. Cable Television Under the
1972 FCC Rules and the Impact of Alternative Copyright Fee Proposals, An Economic
Analysis, Sept. 80, 1972.

0-H 44 0 - 73 - 21
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Our results demonstrate that large and intermediate size cable systems in the
top 100 markets could expect to earn high rates of return even after payment
of copyright fees. These conclusions differ sharply with the Miichell study which
concluded that no system in the top 100 markets could realize a rate of return in
excess of its cost of capital, even with no copyright fee payments.

An alternative interpretation of our results is to specify the extent to which
prospective cable profits exceed a rate of return sufficient to attract new capital.
If we posit this rate of return to be 15 percent, our results show that the excess
return available for typical systems, expressed as a percentage of revenues, is as
follows:

Percentage of revenues available after allowance for 15 percant return
on total capital

Percent
Top 50 markets- .-................... .............................. 20
Market 51-100 .-- 1-..------.------------------ -- _-- ---------------- 17
Market 101 plus _-------------__ -------_------- ----- .____------------ 13

Thus, these systems could afford to pay more than 13 percent of their revenues
for copyright fees, and still earn sufficient profits to attract the capital required
to sustain their growth. The above results refiec. certain reasonable assumptions
regarding the growth rate of revenues, system location, size, and so forth. As
Section E of the report shows, somewhat higher and lower values may be obtained
via other sets of assumptions, but the general conclusions remain the same-the
systems are on the whole far from unprofitable.

Our conclusions are different from Mitchell's for two major reasons. First,
we employ cable owners' predictions of future penetration which are substan-
tially higher'than those used by Mitchell. And second, our estimates of revenues
per subscriber are higher, reflecting current reality and anticipations revealed
by cable owners in their sales of current systems.

In short, our assumptions, which are based upon rather solid evidence from
the industry itself, lead us to more cheering conclusions regarding the industry's
future. Our calculations suggest that cable owners should prosper and that their
profits should be sufficiently above the level required by investors that they should
not find copyright fees an impediment to future growth. Moreover, these results
are consistent with a very significant alternative source of data-the valuations
of cable television systems sold in recent yea.-, and the expected profitability
they reveal.
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A. INTRODUCTION AND SUMMARY CONCLUSIONS

During the past year, following the implementation of new

regulatory policy via the Federal Communications Commission's Cable

Television Rules, representatives of the cable television industry and

copyright owners have been attempting to negotiate a schedule of copy-

right fee payments. Agreement would facilitate passage of copyright

legislation and "erase an uncertainty that now impairs cable;s ability

to attract the capital investment needed for substantial growth. "2 The

passage of such legislation would further help meet the FCC's regulatory

objective: "to get cable moving..."

To assist in these negotiations, the National Cable Television

Association (NCTA) commissioned a study by Bridger Mitchell 4 of the

effects of the new regulatory policy and various proposals which have

been made for a copyright fee schedule. The study concluded that "the

outlook for early development of cable television service in the major

cities is at best-mixed" 5 because of poor prospective profitability and

that "to require more than quite limited copyright payments will signifi-

cantly retard or halt CATV expansion in urban markets. " 6 The report

includes results of calcuilations which suggest that only the very largest

systems, located at the edge of the top 100 television markets, or outside

these markets altogether, could poss,ely pay as much as 5 percent of

their gross revenues for copyright fes. This report is in many respects

IFecloral Communications Commission--Cable Television Service; Cable Television Relay Service.
Federal Rcgister, Vol. 37, No. 30, Feb. 12, 1972.

2
Ibid., ,. 3260, paragraph 65.

31bid., p. 3259, paragraph 58.
4
Bridger M. Mitchell In association with Robert H. Smiley, Cable Television Under the 1972 FCC
Rules and the Impact of Alternative Copyright Fee Proposals, An Economic Analysis, Sept. 30. 1972

51bid.. p. 43.

$lbid., p. 43.
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an "update" of a previous work 7 which came to similarly gloomy conclu-

sions in 1970 and with which we took issue.

The conclusions of Mitchell's study, if valid, would seriously

affact the negotiations and the prospective legislation becauae they imply

that cable television system operators would be unable to pay copyright

fees in any significant amounts. Indeed, they suggest that "getting

cable moving" is a hollow phrase because systems in the center of the

top 100 markets, which represent the bulk of cable television's future

potential for development, can develop rates of return of only 2.4 per-

cent to 10.4 percent--rates which are below their estimated cost of

capital--even in absence of any copyright payments.

Fortunately, cable owners are not faced with such bearish

prospects. Mitchell's projections are faulty for two reasons.

1. They project revenues per subscriber of $64. 60 per year

ad infinitum despite many indications that revenues will

increase over time; and

2. They assume a very low rate of penetration in the largest

markets on the basis of one academic study, despite the

expectations of major cable system operators, as reported

by the NCTA, which projected subscription rates nearly

twice as high.

While Mitchell allows for wage inflation in his cost formula-

tion, he fails to allow revenues per subscriber to rise over the life of the

franchise. He projects a yield of $64. 60 per subscriber per year forever

despite the potential which new services, pay channels, and subscriber

fee increases promise in the very near future. We shall show below that

cable owners are currently anticipating an effective rate of growth in

revenues per subscriber of approximately 4 percent per annum.
7William S. Comanor and'Bridger M. Mitchell. The Economic Consequences of the Proposed FCC

Regulations on the CATV Industry. Dec. 7, 1970.
8Lionel L. Fray and John D. Wells, Comments on the National Cable Television Association's

Independent Economic Study, Feb. 8, 1971.
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In addition, Mitchell uses the most pessimistic extant statis-

tical study to project subscriber demand in the top 100 markets. This

study predicts that only 22 to 45 percent of homes passed in these

largest markets will eventually subscribe. The NCTA's own projec-

tions, obtained from a survey of its members, place mature penetration
9

at 65 percent of homes passed, a statistic which we accept as the best

informed estimate of cable potential in these markets.

In the analysis described below, we have reestimated the

prospective profitability of cable television, and we reach much more

optimistic conclusions. While we utilize Mitchell's cost parameters

throughout with only minor modifications, we are confident that these

estimates are accurate only for systems of approximately 10, 000 sub-

scribers at maturity. For b:naller systems, Mitchell's cost estimates

are too high and for larger systems they are too low. Minor modifi-

cations have been made in the extent of underground construction man-

dated by local communities and in the temporal pattern of investment.

Otherwise, our only adjustments in the basic assumptions employed

by Mitchell involve projections of-mature subscriber levels in the top

100 markets and the rate of growth of revenues per subscriber. When

the cable industry's own projections of these magnitudes is substituted for

Mitchell's unrealistically low estimates, profitability is increased sub-

stantially. The difference between our estimates, based upon a con-

servative 2 percent growth in revenues per subscriber, and Mitchell's

are presented in Table A-1.

9Don Andersson, The CATV Industr - Current Subscriber Penetration, Projected Subscriber Growth,
Capitalization, by 5 Year Periods 1972-1992, With Special Emphasis on Existing and Potential Cable
Systems Within 35-Mile Zones on the Top-100 Television Markets.
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Table A- I

The Profitabllitv of Cable Television Systems:
Revised Estimates for a Typical 10. 000 Subscriber System

Rate of Return on Investment Before Taxes
Without Copyright Fees:

Market Revised Estimaie Mitchell's Estimate

Top 50 - Middle 23.4% 4.0 - 6. 1%

Top 50 - Edge 21.2% 6.4 - 7.3%

51-100 - Middle 21. 3% 2.4 - . 1%

51-100 - Edge 19. 8% 5.5 - 8. 1%

101+ - Middle 21.5% 17.0%

101+ - Edge 18. 6% Not Given

Note: Revised estimate based upon assumption of 64. 8% subscriber
penetration in Top 50 markets, 65.3% subscriber penetration
in sal other markets, and 2 percent growth in revenues per eub-
scriber.

Since it is widely believed that investors must realize a

15 percent rate of return on total investment before taxes, our esti-

mates place the prospective returns considerably above the profits

required to reward investors adequately for the risk they incur. The

magnitude of these "excess returns" available for copyright fees or

other purposes may be deduced from Table A-2 which measures the

ratio of these excess returns to annual revenues.
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Table A-2

The Percentage of Revenues Available For Copyright Fees
or Other Purposes After Allowance for a 15 Percent Rate of Return

Market Percentage of Revenues Represented by Excess Returrs

Top 50 - Middle 25.1%

Top 50 - Edge 20.4%

51-100 - Middle 20.6%

51-100 - Edge 1i. 9%

101+ - Middle 21.3%

101+ - Edge 13.4i

That cable television is not courting bankruptcy is obvious

from a perusal of these estimates for a typical 10, 000 subscriber

system. The empirical details and analytical techniques which compel

such a conclusion are contained in the five principal sections of this

paper which follow and in a comprehensive statistical appendix.

Section B details the important parameters involved in cal-

culating the rate of return on cable-system investment. Section C

reviews the NCTA report's crucial assumptions, suggesting more

reasonable alternatives in several instances. Section D reviews the

terms obtained by system owners in recent mergers, deriving from

these price estimates imputed expected future growth of revenues and

profits. Section E contains the results of our calculations, including an

examination of the effects of alternative copyright fee schedules.

Finally, Section F is a full statement of our conclusions. The Appendix

of the report, a separate volume, contains the voluminous computer

printouts which define the detailed calculations of the results obtained.
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B. KEY VARIABLES IN CALCULATING CABLE SYSTEM PROFITABILITY

This section describes the calculations performed in deter-

mining cable system profitability and introduces the most important

variables that affect these calculations.

1. Measurement of Profitability

Critical to MitchelL's study and our calculations is the

internal rate of return--a fundamental measure of the profitability of

capital investments. The internal rate of return on any investment

project is that discount rate which equates total future discounted rev-

enues to total discounted future costs. Since the discounted value of

any revenue or expense item is directly proportional to its absolute

magnitude and inversely proportional to its temporal distance from the

present, both the timing and the magnitude of revenue or expenditure

items play a critical role in the final calculations. This is not an idle

point, as we shall see, for Mitchell has made some very important

implicit assumptions about the timing of both revenues and costs.

The precise method for calculating the value of the rate of

return is easily described. If we call p (t) the average revenue per

subscriber at time t and S (t) the average number of subscribers at time

t, the present value of all future revenues is:

(B.l) PVR co p(t) . S(t)

1 V= E (l+r)tl
t=l

Defining operating costs in each period as OC(t) and capital outlays as

K(t), we may express the present value of all future outlays as:
co

(E.2) PVC = OC(t) + K(t)
(l+r) t-1

t=l
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Combining these two formulas gives us the equation to be solved for r

once all revenue and cost data are entered:

(B. 3) p(t) * S(t) - OC(t) - K(t)

(l+r) t
t=l

2. Revenues

As the formula for calculating the internal rate of return

implies, revenues per subscriber, p(t), must be computed for all future

time periods. These revenues are obtained from subscribers' monthly

fees, the charge for second or third connections within the subscribing

home, installation fees, advertising revenues, and revenues from leasing

channels to independent suppliers of entertainment fare. Data on monthly

fees currently realized by cable systems are easily obtained, but the

future pattern of these fees is not so easily ascertained since changes

in the monthly fee must typically be approved by municipal licensing

authorities. In addition, there are only indirect data on the extent of

"secondary" fees from households electing to connect more than one

receiver to the cable.

More speculative is the magnitude and rate of development

of 'ancillary revenues"--from such sources as advertising, pay-cable,

and other services provided in addition to retransmissions. Most of

these sources are only beginning to develop at present, but most partici-

pants in the industry expect these revenues to grow substantially in the

near future.

Mitchell's approach to estimating the Future pattern of rev-

enues per subscriber is quite simple. He assumes that the monthly fee

is $5 and that 20 percent of all subscribers elect to connect a second set

at $1 per month. Advertising revenues are projected at $2. 20 per sub-

scriber per year. All of these estimates are projected to grow at an annual

rate of zero percent per annum. Other ancillary revenues are ignored.
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The most important single variable in calculating.. ;e rate of

return is the projected penetration of cable subscribers (i. e., ts-. ra tlo

of subscriber homes to total potential homes in the franchise area). Pene-

tration, in turn, is the product of two phenomena: the attractiveness of

the cable offering relative to off-the-air alternatives and the temporal

rate at which households recognize this difference and actually subscribe.

Thus, we must predict the ultimate "mature" value of cable penetration

and the rate at which maturity is achieved.

There are a number of approaches to predicting the ultimate

penetration of mature cable systems. The first is simply to view the

recent experience of the industry and to extrapolate subscriber penetration

for the next ten or fifteen years. This approach is weak because it is

difficult to predict penetration in the top 100 markets since system growth

in these areas in the recent past has been seriously impeded by FCC policy.

Recent experience outside the top 100 markets cannot be utilized to pre-

dict consumer acceptance within these markets where signal quantity and

quality is likely to be much better.

A second technique for predicting cable penetration is the.use

of published studies of demand relatioi.ships which have been estimated

from existing data. These demand relationships can be fitted to the data

for a variety of markets--including the number of imported signals allowed

by the FCC, projections of price and income, and various other variables--

to yield predictions of future mature subscriber penetration for each. This

is precisely Mitchell's approach, for he uses a recent study by R. E. Park1 0

of the Rand Corporation as his only basis for predicting cable penetration.

We shall examine the appropriateness of Mitchell's choice-in th6 -^'

section by fitting Park's demand equation and an earlier relationship

estimated by Comanor and Mitchell to data drawn from a random sample

of cable systems.

10 R. E. Park, Prospects for Cable in the 100 Largest Television Markets, The Bell System of
Economics and Management Science, Vol. 3, No. 1, Sprirg 1972.
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A final possibility for predicting mature cable penetration is

to utilize the projections provided by the system operators, themselves.

Fortunately, such projections have been pro ided on a confidential basis

to the NCTA by large multiple system owners. 11 We shall consider this

alternative in the next section aster testing the existing statistical demand

models against new data.

3. Operating Costs

Operating costs are defined as those annual, recurring, non-

capital expenditures required to provide cable service to subscribers.

Unfortunately, precise data on these costs are not normally available from

the *ation's operating systems. Most systems do not report financial

statistics to tihe public since their securities are not publicly traded.

Moreover, systems operating under the new FCC regulations have not

had sufficient experience in complying with these rules to provide-good

estimates of their contribution to operating costs. And, summaries of

their financial reports to the FCC have not as yet been made public.

Because of these difficulities, most analysts of cable system

profitability are forced to rely upon Comanor-,Mtchell data--collected

during an NCTA study--for estimates of operating costs. We shall be

forced to do the same, despite the criticism which has been leveled at

their estimates for being too high. 2 We are especially interested in

examining the influenceof system size upon operating costs per subscriber,

and we shall stress the importance-of calculating rates of return for only

those systems within the range of efficient scale of operation. Vry

small, inefficient systems must be-excluded from any analysis of profit-

ability of "typical" cable systems.

t lDon Anderason, op. cit.
12For example, oee John J. McGowan. Roger Noll. and Merton J. Peck's technical memrormndum

prepared for the Sloan Commissrrion, 1971.
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4. Capital Costs

As ii the case of revenues, the timing as well as the magni-

tude of capital costs are critically important to the calculation of rates

of return. The longer a system spreads out its initial investment in a

distribution system, the higher is its rate of return for a given pattern

of subscriber growth. We shall see that Mitchell assumes that all invest-

ment expenditures except house drops are completed at the beginning of

the first year. Alternative assumptions which we employ are more

realistic.

The capital cost of a cable system is largely dictated by the

geographical characteristics of the area served. The density of living

units, the necessity of burying utility cables, the type of topography, and

the distance from transmitters of signals to be imported are among the

most important determinants of the cost of capital facilities per home

passed by the cable. But, the average capital cost per home subscriber

iR obviously dependent also upon the percentage of homes actually sub-

scribing; hence, the predicted rate of penetration is especially important

in determining capital outlays per subscriber.

The cost of constructing a mile of cable distribution plant

varies considerably from location to location. It is virtually impossible

to posit a single estimate for aerial construction or for underground

construction, and it is for this reason that we expect subscribers in

different communities to face quite different charges. For the purposes

of this analysis, however, we shall be forced to adopt Mitchell's technique

of positing a typical system, and to utilize the same cost data for all

calculations.
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5. Summary

To summarize this section and to anticipate our criticisms

of Mitchell in the next section, the major determinants of rate of return

are the prediction of ultimate penetration, the path which the approach

to maturity takes, the future pattern of revenues per subscriber, and

the magnitude and timing of capital expenditures. On most of these

points, Mitchell's assumptions dictate results which, in our view, are

biased in the direction of low profitability. We shall correct these

sources of bias in preparation for calculating the rates of return which

typical cable systems may be expected to enjoy in future years.
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C. SELECTION OF APPROPRIATE VALUES FOR THE VARIABLES

1. Calculation of Internal Rates of Return

Mitchell does not inform us of his precise methodology for

calculating the yield on cable investment; he merely states that returns

are calculated under the assumption of fixed equipment life but infinite

franchise life. Thus, he simply replicates the cable system periodically

in order to calculate rates of return, but he fails to tell us about the

precise timing of revenues and expenditures. Our experiments with

Mitchell's data suggest that he must have assumed that all capital

expenditures are undertaken immediately preceeding the first day

of the year and that revenues and operating costs are recorded at the

beginning of each year. As a more satisfactory approach, we have chosen

to center all revenues and operating costs at the middle of each year--

a compromise which is compelled by the sheer difficulty of allowing for

continuous flows and the discounting of these flows--but we retain the

assumption that capital outlays occur at the beginning of the year in

which they are incurred.

In addition, we calculate returns under the assumption of

four-generation life. All expenditures are replicated in the same year

they fall due in the first generation, and subscription levels are allowed

to grow at the same rate in the second, third and fourth generations--

namely, 2 percent per annum. Thus, our computation algorithm

solves for r in the following equation:

15 t-1 60 t-15

(C. 1) 0 ~ p(l) (l+g) S(t) - OC(t) + p(15) (1+g) S(15) (1.02),15
(C. 1) t-0. 5.(l+rO, 5t=l (1+r t16 (1+r)

60 t-15.5 60
OC (15Y(1. 02 ) -5 K(t)

t--16 (1+r)t-0.5 t 1 (1+r)tl1t=16 t=l
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Our assumption of only foar-generation life--of fifteen years each--will

have little effect upon the rate of return; one dollar of net revenue sixty

years hence, discounted at a rate of 15 percent, has a current discounted

value of less than one-tenth of one cent.

2. Revenues

a. Subscription Revenues. Among the most conservative

and downward-biased parameters used by Mitchell is his estimate of

subscription fees. He posits a monthly fee of $5, plus a secondary fee for

additional sets equal to $1, which is chosen by only 20 perc. it of homes.

Thus, he estimates subscribers to contribute an average of only $62. 40

each year.

In the random sample of 81 cable systems collected for the

purpose of testing the predictive power of various demand equations (to

be described below), the average subscriber fee is $5. 25 per month or

$63 per year. The number of second connections is not known, nor is

the secondary subscription fee in most instances. However, published

data show that 41 percent of all homes have at least two receivers, and

the proportion is growing. We shall assume that 41 percent of subscribers 1 3

attach two receivers to the cable at an additional cost of $1 per month.

Surprisingly, Mitchell assumes that subscription fees will

not grow at all in the infinite life of the franchise. Our sample systems

demonstrate an average of 1. 2 percent annual growth in monthly fees in

the past five years, and this rate of growth is likely to increase in lagged

response to the recent inflation. Therefore, in une variant of our calcu-

lations we shall utilize a 2 percent growth rate for subscriber fees for

the entire forty-five year period. The allowance for revenue growth,

among other things, allows us to treat inflation symmetrically--since

we use Mitchell's operating-cost data which contain significant escalator

provisions in several of the labor categories.

131972.1973, Television Factbook.

-20-44 O - 73 - 22
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In the calculations which are presented in the next section,

we substitute an annual fee of $63 plus $4. 92 for the second connections,

or $67. 92 for Mitchell's low figure of $62. 40.

While our typical current monthly fee of $5. 66 ($5. 25 + $0. 41)

per month is $0. 46 higher than Mitchell's, it is considerably below the

price charged by many systems currently in operation in major markets.

In New York City, one system charges $9. 95 per month while another--

in the more modest section of Manhattan--charges but $6. 00. In

San Francisco, the monthly fee is $6. 25 while in Oakland it is only $4. 45

and in Los Angeles it is $7. 00. These tdifferences persist despite Mitchell's

claim that systems face unitary elastic demand and that increases in the

subscription fee iv above $5.-0O pir inor-th will not raise net revenues of

the system. 14

A final fragment of evidence supporting the notion that sub-

scription fees can be raised with salutary effects upon profits is the

number of price changes sought by cable operators. Between January

and September 1972, 40 systems were reported to have sought increases

in their monthly fees and only one asked for a decrease.

An important omission from both our calculations and

Mitchell's is the installp';on fee exacted by cable systems for a house-

hold's initial connection to the cable. The random sample of cable

systems which ve collected for the purpose of testing alternative demand

functions lists an average installation fee which is slightly more than $10,

bti' it is well known that many systems waive the installation fee as an

incentive to gain additional subscribers. Unfortunately, precise data

on the frequency of billing for installation are not available.

14His deductions are theoretically invalid, for he presumes that a firm confronting a demand curve of
constant unit elasticity cannot increase price profitability. In fact, it can and should--until it serves
but one customer (as long as the second and ensuing customers add to operating expenses of the firm).

15Source: TV Factbook Addends.
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The omission of installation fees creates a certain asymmetry

in the calculation of rates of return because we have followed Mitchell

and included a charge of $7. 50 for each disconnect and reconnect in the

"house drops" cost category. Since households are assumed to move

once every four years, this adds $3. 75 per year to costs in a steady-

state environment. If the installation fee of $10 were included in our

revenues, it would add $2. 50 per year to revenues, in large part off-

setting the disconnect-reconnect charges, but without substantive data

on the frequency of the levying of installation charges we have decided

to ignore this revenue category altogether--leading to a downward bias

in calculated rates of return in the next section.

0b. Aiiillary Revenues. To his modest- 6st2. 40- ' -° - ,ob -rber

fees, Mitchell adds an equally conservative $2. 20 for advertising revenues.

This estimate is also permitted to grow at a rate of zero percent a year,

and it is the only allowance for ancillary revenues. In our calculations, we

choose to ignore the category of advertising revenues altogether, substi-

tuting for them a unitary category of income from all sources, including one

which appears likely to dominate advertising revenue for cable operators

in a very few years--leased subscription channels.

How remunerative will leased channels prove to cable owners?

At this time precise evidence on this question is impossible to muster.

One study by the Rand Corporation of the potential Dayton-Miami Valley

system projects the leasir.g of one motion-picture channel and ten

educational channels. With no firm basis for their estimate, t':e Rand

researchers simply posit a gross revenue of $350, 000 per year for the

motion picture channel--equal to ten times estimated costs. Since the

Dayton system is projected to reach an average of 62, 830 subscribers

during the first ten years, this revenue averages approximately $5. 50

per subscriber per year. In addition, Rand projects another $350, 000

in annual revenue from the leasing of the educational channels at cost,

but there is no projection of other leased noneducational channels.

16L. L. Johnson. et aL. Cable Communications in the Dayton Miarni Valley. The Rand Corporation.
F-943 KF/FF, January 1972. p. 2-10.
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The Rand estimate is conservative g:ven the economics of

motion-picture production and distribution, and the-likelihood that other

entertainment vehicles will be very attractive when offered by leased

channels. Given theater admission prices-which average more than

$1. 25 per seat at present, it would not be surprising if the average

cable subscriber would-be willing to pay several times this amount for

the privilege of viewing new-feature films via a leased channel in his

home. The Rand estimate of leased-channel revenue is roughly consis-

tent with a monthly charge of $4.50 for 15 new films with one repeat of

each during the month and a subscriber enrollment of 50 percent. Alter-

natively, it may be viewed as being consistent with the sale of $4. 50

per subscriber per month in advertising time on the-leased channel and

it is even more conservative as an average estimate of the attractiveness

of this option over the next ten or fifteen years.

Similar examples could be constructed for sports events,

cultural offerings, or numerous other services, but all would rest

heavily upon conjecture at this point. We can only assert that at this

moment extra subscriber revenues for cable systems are not very

important but that in-the very near future they are likely to become

significant. Moreover, it is clear from the behavior of buyers and

sellers of cable systems that industry personnel expect considerable

revenue growth in the near future. Therefore, in the analysis of

Section E below, we shall always assume that current revenues per

subscriber are derived solely from subscription fees of $67. 92 per

annum, but we allow these revenues to grow over time as ancillary

revenues assume increasing importance.

To summarize, we have suggested that future revenues per

subscriber will rise because of modest monthly-fee increases-and because

of the very considerable potential of ancillary services. Nevertheless,

we perform the calculations in the next section under three sets of

assumptions about price:
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* Price is equal to $67. 92 per year for all 45 years.

· Price is equal to $67. 92 and grows by 2 percent per year.

* Revenues per subscriber are equal to $67. 92 and grow
by 4 percent per year.

AUl three estimates are above Mitchell's gloomy $64. 60 per year,

ad infinituim, and they are more consistent with the anticipations being

discounted by current buyers of franchises as we shall see in Section D

below.

3. Subscriber Penetration

Despite the great effort undertaken by Comanor and Mitchell to

fit a statistical demand function-to a large sample of cable systems' data,

Mitchell now drops the "best" equation from the-earlier Comanor-Mitchell

study in favor of a more recent study-by Rolla Edward Park of Rand. 17

He argues that since Park utilizes data for communities having reception

capabilities similar to those-in the top 100 markets, allows for differ-

ences in reception capability, and has gone to the trouble to .erify his

data with cable operators, his results are superior to those obtained in

earlier Comanor-Mitchell study.

Park's study is based upon a sample of 63 systems in mar-

kets generally served by three or more commercial signals. He

does not and cannot divulge the indentity opf -these systems since data

were obtained-on a confidential basis, but he has indicated that the mean

size of system is 4; 300 subscribers with mean age less than six years.

Few very large systems are included--20, 000 being the largest system

in the sample. He chooses these systems to be "representative" of top-

100 market systems, but he excludes all areas in which signal obstruction

is deemed to be a problem. Such problems, however, are not uncommon

17R. E. Park, op. cit.
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in markets such as New York, Chicago, and San Francisco. These three

markets alone account for almost a quarter of the potential subscribers

in the top 50 markets.

His regression equation is similar to that utilized by Comanor-

Mitchell with one important difference: each off-the-air signal is weighted

by its distance from the B contour, expressed as a fraction of the radius

of the B contour. Thus, distance is taken as an invariant measure of

signal reception by households. This assumption is quite dubious on its

face for two reasons. First, a station's signal strength is allowed to

vary considerably by the FCC and the procedure for estimating the loca-

tion of the B contour is known to be imprecise. Second, the quality of

the local signal is in large part a reflection of the household's investment

in antennas. In older areas with older television stations, these antennas

are likely to be larger and more sophisticated. In future years, normal

attrition of these antennas will make cable more attractive, but examination of

any of these ma .kets at present will underestimate future cable penetration.

In estimating his demand function, Park attempts to estimate

an exponential maturity factor similar to that attempted by Comanor-

Mitchell. He finds that the "best" estimate of this growth factor is

equal to e 3 3/t where t is system age in ionths. Comanor-Mitchell,

on the other hand, discovered that e 4 50 / t was the best fitting maturity

factor. These two estimates--neither of which is utilized by Mitchell

in his simulations -- are quite different and give rise to very different

paths to eventual system maturity. Surprisingly, Park then proceeds

to estimate 'is equation under the assumption that a system approaches

maturity at a linear rate of t/ 18 for the first eighteen months, reaching

maturity at a mere eighteen months. He argues that this gives him his best

fit in the penetration equation, and all of his estimates are dependent

upon imposing this maturity path upon the penetration expression.
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Mitchell uses the parameter estimates of Park's ultimate penetration

equation, but imposes his own maturity path, which he neither defends

nor supports with statistical evidence. The differences between the

Comanor-Mitchell, Park exponential, Park linear, and Mitchell maturity_

paths are given in Table C-1.

Table C-1

Percentage of Mature Subscriptions in Each Year

Year Comanor-Mitchlcll Park Expon. Park Linear Mitchell

1 4 76 67 30

2 46 87 100 55

3 70 91 100 80

4 82 94 100 95

5 88 95 100 100

6 91 96 100 102

7 94 96 100 104

8 95 97 100 106

9 96 97 100 1C8

10 ' 97 97 100 110

*Park does not address himself to the question of system growth
after-maturity is reached while Mitchell assumes that mature
systems grow at a rate of 2 percent per annum after "maturity"
is reached.

Note that Mitchell's assumption of maturation is more conservative than

either of Park's, but Mitchell continues to use Park's mature penetration

parameter estimates, imposing his own slower maturation path--a totally

indefensible.procedure. If Park's mature penetration results are to be

accepted, they can only be accepted in conjunction with his linear matur-

ation path.

There are numerous other probler..s in applying the Park

equation to Mitchell's universe of CATV systems. First, the sample

Park utilizes is supposed to represent the environment in the top 100
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markets. Mitchell uses results for the purposes of projecting penetration

in all markets and outside the defined markets. Second, Park finds that

the impact of educational stations exceeds the impact of independent

statior. a dubious result given all statistics on relative viewing of the

two types of outlets. The elasticity of penetration with respect to the

educational station variable is 0. 204--meaning that an increase in the

number of educational stations from 0 to 1 will increase penetration by

20.4 percent (of its ex ante value). A similar increase in independent

signals will increase penetration by only 14. 5 percent. Finally, Park

makes no allowance for local origination even though in a subsequent

publication he has argued that ambitious local originations will lead to

a substantial increase in penetration in the Dayton-Miami Valley area. 18

Because the form of the penetration equation (and its matur-

ation factor) is important in predicting cable system profitability,, we

shall examine each published demand equation's ability to predict actual

penetration for a randomly drawn sample of cable systems from the

Factbook.

Our sample of CATV systems was obtained by selecting a

system at random from the 1972-1973 Factbook and choosing every

twentieth system sequentially thereafter. In this manner, we collected

data on 153 systems, but the data required for fitting the Park and

Comanor-Mitchell demand equations were incomplete for 66 of these

(usually because the number of homes passed by plant was unavailable).

Of the remaining 87, six were found to have erroneous data on homes

passed, therefore, we were left with a sample of 81 systems--of which

20 were located in the top 100 markets.

None of the three demand equations predicted demand any

better than one could by a random process. All three were rather

strongly biased downward, and all three had root mean square errors

1 8L. L. Johnson, et al., op. cit.. Addendumn2A.
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in excess of the standard deviation of the distribution of actual penetration

rates. The performance of each demand equation is summarized in

Table C-2.

Table C-2

The Performance of Alternative Statistical Demand Functions

Park-Linear Park-Mitchell's
Growth Giowth Comanor-Mitchell Actual

All Markets

Mean Penetration 0.498 0.516 0.402 0.560

Downward Bias 0.062 0.044 0.158 --

Standard Deviation - -- -- 0.223

Root Mean Square
Error 0.260 0.290 0.270 --

Top 100 Markets

Mean Penetration 0. 341 0.322 0.331 0.448

Downward Bias 0.106 0. 126 0.117 --

Standard Deviation -- -- -- 0.182

Root Mean Square
Error . 0.249 0.299 0.262 --

Mitchell's adaptation of Park's equation performs the worst

of all, providing the largest values for root mean square error. For

the settings which Mitchell posits in his recent paper, Comanor-Mitchell

provides much higher estimates of major penetration than the Park

equation, but even these estimates are considerably below those derived

by a group of Major System Operators (MSO's) themselves. These

predictions appear with each demand function's estimates in Table C-3.
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Mitchell's 'Setting for Cable Systems
Alternative Penetration Projections at Maturity

Signal _ Park _ 1SO Predictions for
Configurations Middle Edge Comanor-Mitchell Mature Penetration in 19871

Top 50 Markets

1 .278 .387 .477

2 .253 .379 .503 .648

3 .222 .362 .458

Markets 51-100

4 .242 '.365 .492

5 .268 .387 .458 .653

6 .311 .452 .468

Markets 1014

7 .293 .412 .496

1 These estimates are taken from Andersscn, op. cit. l 1987 projections for
penetration are coverted to mature penetration by utilizing Mitchell's growth
path for homes passed in 1983-87. Thus, in the top 25 markets, 1987 pene-
tration is 58.6 percent, but given an average increase of 882, 100 homes
passed per year in 1982-87, mature penetration is estimated to be 64.6
percent in these markets.

Source: Mitchell. Table 4. without exclusivity cPlculation.

Given the poor performance of all three demand equations,

we do not feel that use of any of them is justified in predicting future

penetration for the purpose of calculating rates of return on cable invest-

ment. The considerable downward bias in each would create a similar

downward bias in profitability calculations. Therefore, we are forced

to rely upon the cable system operators' own projections of demand even

though these estimates are derived from cable systems which provide

little significant origination .nd only a minor amount of special services

such as motion pictures or sports events by leased channels. When these

services reach fruition, we can expect the attractiveness of cable to be

enhanced considerably and penetration to rise accordingly.
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Exclusivity. In its 1972 rulemaking, the FCC provided

exclusivity protection to local stations in the top 100 markets by requiring

that cable systems black out imported signals when they contain programs

which are also shown by local stations in a specified period. In order to

allow for the effect of this exclusivity protection upon cable penetration,

Mitchell reduces the number of imported signals by a proportion which

purportedly reflects the percentage of time which the signals will be

blacked out. Unfortunately, this calculation is based upon only the most

scanty evidence assembled by Park. 19 More importantly, there is

no evidence that penetration will respond proportionately to reductions

in the time independent signals are available. Thus, we do not attempt

to replicate Mitchell's conjecture, but instead allow for the importation

of two additional independent "standby" signals by building in six additional

microwave hops (for importing the two signals) to our capital costs.

4. Operating Costs

The calculation of the necessary operating costs of cable

systems is far from a simple matter. Comanor-Mitchell provide a very

detailed breakdown of all operating costs of systems which they believe

to be typical, but these data are not fitted by standard statistical techniques

to the operating performance of extant systems. Rather, they are judg-

ments derived by the authors after consultation with their clients and

others in the industry. Not surprisingly, they have been viewed by some

critics as rather high, but there is only scant evidence in published finan-

cial reports with which to compare them.

An important source of the apparent economies of scale in

Comanor-Mitchell lies in the assumption that all cable systems with more

than 3, 500 subscribers will undertake the same origination expenses.

This origination activity contributes $43, 000 per year to operating costs

19 R. E. Park. The Exclusivity Provisions of the Federal Communications Comrn'esion's Cable
Television Regulations, The Rand Corporation, R-1057-FF/MF, .June 1972.
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and $38, 000 to capital costs for each system. Thus: for a 10, 000 sub-

scriber system, origination alone contributes nearly $5 per subscriber

per year to total costs, but for a 25, 000 subscriber system, the additional

cost is only $2 per subscriber.

A review of the financial statements of five major M. S. 0. 's

in the past 3 years reveals that C-M have undoubtedly overestimated the

economics of large size inherent in cable system operation. Table

C-4 summarizes the performance of these M. S. 0. 's and Table C-5

provides a comparison of each company's operating coste with the es-

timates which derive from the C-M cost parameters for systems of

the same subscriber penetration, average size, and population density.

It is quite clear that C-M provides a reasonable estimate only at an

average size of 10,000 subscribers, overestimating costs for smaller

systems and underestimating costs for larger systems. Since we are

forced to rely upon the C-M operating cost data for our simulations in

Section E, below, we present results only for a typical 10, 000 sub-

scriber system. Any other results based upon C-M cost parameters

would be seriously biased.

5. Capital Costs

Since cable television is an extremely capital-intensive

activity, Mitchell's assumptions about capital expenditures are crucial

to his rate of return calculations. There are four major reasons why

ais estimates of capital expenditures lead to a downward bias in calcu-

lated profitability:

He assumes that underground cable percentages are
far above actual and prospective under'ground percent-
ages in the most dense markets.
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* He assumes that the entire plant is built at the beginning
of the first year.

* He fails to account for a less expensive method of
construction in dense middle markets.

* He asumes that the entire plant is rebuilt in each gener-
ation even though some components of capital expenditure
may never be replicated after initial construction.

We shall take issue explicitly with the first two of these assumptions,

citing data collected from middle-market systems either in operation or

under construction at the present time. In addition, we shall cite a

recent Rand study of the prospects for cable in the Dayton-Miami Valley

area and the projected temporal pattern of construction for this system. 20

The third and fourth items will be discussed, but we do not alter the

assumptions made by MIitchell in these respects in our calculations in

Section E, thus again biasing our results downward.

a. Underground Construction. Mitchell's assumptions

about the extent of underground construction are unrealistic. He. redicts

that the averagt percentage of underground construction will vary by

market and by proximity to the middle of the market. A tabulation of

these percentages appears as Table C-6.

Table C-6
Mitchell's Assumptions on

Underground Construction Percentages

Location
Market Middle Svstems Edge Systems

Top 50 20%; 10%

51-100 10 5I 101+ 5 5

Outside Markets 0 0

20L. L. Johnson, et al., op. cit.
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How-ddes he, itify the 20 percent datum for major-market middle

systems? By noting that the following "typical" systems have required

extensive underground construction:

Table C-'

Mitchell's Citation of Tyical Systems
Requiring Extensive Underground Construction

City Percentage of Cable Underground

Boston 51%

Brookline 40.5%

Cf-lsea 17%

Somerville 21.6%

All of these systems are located in the sixth largest market-- Boston,

MIssachusetts. Mitchell appends these data as Table A-2, but he neg-

lects to inform us that:

1. Franchises have been awarded'in only Chelsea and Somerville.

In Boston and Brookline, system design and franchise awards have not

been consummated.

2. In Somerville, current construction plans call for very little

digging of new trenches for underground cable since existing telephone

company ducts can be used. All told, only 7. 3 percent--not 21.6 percent--

will be placed underground in existing ductstand in new conduits.

3. Chelsea plar bury approximately 20 percent underground

in existing utility ducts. v new trenching is planned.

4. City engineers in Boston are emphatic in stressing that no

new munderground construction will be allowed in Boston. All underground

cable will be placed in existing utility ducts,



347

5. Brookline has not made any final decision on the extent of

underground CATV system required, but it is likely that 20 percent of

system will be laid underground in existing utility ducts.

In short, Mitchell's "documentation" of underground cable

percentages is substantially in error. City officials in each of the four

cities cited are frank to admit that little new trenching will be under-

taken in their communities because of its prohibitive private and social

costs.

Wha' is required is substantial documentation of the extent

of undergroL construction in "typical" systems--especially those in

the largest, most dense markets. In order to shed light upon this ques-

tion, we attempted to contact all of the systems which are either oper-

ating or under construction in the central city of the top 50 markets

with the exception of New York City. The responses which we received

by telephone are documented in Table C-8.

20344 0 - 73 23
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Table C-8

Underground Cable Percentages
Core Cities in Top 50 Markets

Current Underground Prospective Underground
City Percentage Percentage

Akron, Ohio Less than 5%o Less than 5%

Columbus, Ohio Less than 5% Less than 5%o

Buffalo, N.Y. Less than 1% Perhaps as much as 6%

St. Petersburg, Fla. 0% 0%

Atlanta, Ga. 0% 0%
(except leads to
apt. complexes)

Seattle, Wash. 10-15% -

Albany, N.Y. - approximately 2%

Charlotte, N.C. 10% 10-11.5%

Anderson, S.C. Less than 1% Less than 1%

Asheville, N.C. 0. 1% Less than 0.5%

San Francisco, Calif. 16% Less than 12%

Oakland, Calif. 23%

Los Angeles, Calif. 23%

Sar; Jose, Calif. 23%-

Winston-Salem, N.C. 5% Up to 7-8%0

Salt Lake City, Utah 0% 0%
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Outside California and New York City, underground cable

percentages rarely exceed 5, and in California--where new housing

construction is especially important--underground cable costs are often

much lower than those specified by Mitchell because the television cable

is buried at the same time that other utility lines are laid. Thus, there

is little sound data from actual or prospective cable systems that under-

ground percentages will "typically" average 10 or 20 in even the largest

markets. In cities such as New York, Washington, or San Francisco,

where topography and other unusual circumstances dictate burying cable

at great expense, higher subscriber fees will be paid by television homLs.

But, these cities should not be used as the model for "typical" systems

in calculating rates of return. To do so would bias the results severely.

b. Timing of Capital Expenditures. A second assumption

which leads Mitchell to underestimate the internal rate of return on

cable systems is his assumption (and the assumption of Comanor-Mitchell)

that the entire plant is constructed at the beginning of the first year.

In virtually every system, construction is phased out over more than

one year,, and in many completion requires three or more years. In

their study of the Dayton-Miami Valley system, the Rand researchers

assumed that the distribution system would be built in a three-year

period, with 21 percent completed in the first year, 44 percent built

in the second year, and 35 percent in the third year. We utilize an

intermediate pattern in our calculations in the next section, a pattern

which dictates higher rates of return since it reduces the present value

of capital expenditures at any calculated discount rate.

Mitchell assumes that his large underground cable percentages

will be achieved at a cost of $15, 480 per mile because he implicitly assumes

that large cities will allow and even require cable companies to trench

and lay conduit throughout the core city area. In.fact, this is not likely
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to occur in many large cities because of the costs and discomforts

created by the trenching and filling process. Many cities require,

instead, that the telephone or electric utility company provide conduits

for other purposes. These conduits are laid when other utility lines

are laid, and cable operators may be required to use them.

In cities such as Seattle, San Jose, and Los Angeles,

underground cable is laid at the same time utility companies bury their

cables. This leads to much lower costs than independent de novo

construction hypothesized by Mitchell. Even where underground

construction is undertaken independently, the cost of laying cable can

vary enormously. Oakland is laying 38 channels of cable underground

at an estimated cost of $19, 000 per mile while San Francisco, across

the bay, is encountering costs of up to $50, 000 per mile and more.

These differences are reflected in different monthly charges--$4.45 for

Oakland and $6. 25 for San Francisco.

Where cable is simply strung through underground ducts,

the cost per mile may even be lower than aerial construction. One study

conducted by the Stanford Research Institute21found that this type of

construction cost only $3, 000 per mile, or at least 25 percent less than

aerial construction. Maintenance costs may be greater for this alter-

native, however, since major repairs or alterations may require the

assistance of other utility companies who share the same ducts.

In Mitchell's rate of return calculations, it is assumed that

the entire plant is rebuilt in each 15-year generation. Moreover, because

of the assumption noted above, this plant is replicated at the beginning

2 1Stanford Research Institute, Businecs Opportunities in Cable Television. March 1970.
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of each generation. Clearly, these assumptions overstate actual capital

expenditures. Even if most of the cable plant has a 15-year life in the

face of extensive maintenance built into operating costs, not all of the

plant requires rebuilding. Trenches dug in the first year and conduit

laid in these trenches do not have to be replicated in year 16. Many of

these conduits will survive for several generations, and some may not

require rebuilding in the foreseeable future. Moreover, tower expenses

need not be replicated every 15 years. In some cases, new technology

will dictate replacement of capital equipment but only if operating costs

are so reduced by the improvement that average costs of operation are

less than incremental costs with the older equipment. Thus, to the

extent that rebuilding is dictated by new developments, operating costs

should be reduced accordingly. Mitchell does not do this; he simply

reproduces the plant in toto each 15 years--a methodology which obviously

lowers the realized rate of return.

In our calculations in Section E we shall make the

reasonable assumption that the underground percentage in the typical

system is 5 percent. Moreover, we shall phase the initial (and

subsequent replication of) investment over two years, a pattern which

the Rand Dayton Study uses for each of the sectors of its enormous

prospective system. Unfortunately, we cannot present very firm data

on the percentage of cable which will be laid in utility ducts nor on the

share of plant investment which will not require replication. Therefore,

we utilize Mitchell's data on aerial and underground costs per mile and,

like him, assume that the entire plant is rebuilt each generation even

though we know that these assumptions will lead to conservative estimates

of the rate of return.
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D. THE RATE OF GROWTH OF PROFITS
EXPECTED BY CABLE OWNERS

Since any calculation of future profitability of cable systems

depends crucially upon the magnitude of future price-cost conditions,

estimates based upon curs ent perceptions of these data are most precarious.

Without a sound estimate of the price-cost margin in future years, it is

unlikely that one will be able to predict the prospective rates of return

for cable systems operating in different environments.

In this section, we present the strongest possible predictors

of future price-cost margins--the estimates revealed by system owners

themselves in their purchases and sales of extant systems. In the past

two years, a number of acquisitions--large and small--have taken place,

and the prices at which these systems sell reflect the discounted present

value of all anticipated future profits.

As Mitchell has posited, cable system owners should receive

a 15 percent return on investment before corporate income taxes to cover

their costs of capital. Thus, the present value (PV) of any new system is

equal to net revenues over all future time discounted at a rate of 15

percent. This observation may be written:
00

(D. 1) PVOC e rtd - K(15)e 15r K(30)e-0r

$

where PV/S is present value (or price paid) per subscriber, R is current

revenues per subscriber, OCo is current operating costs per subscriber,

and K ( ) is the periodic recapitalization of plant required every generation.

Net revenues, Ro-OC o, are allowed to grow at a rate g, the rate of dis-

count is denoted r, and the length of a generation is 15 years.
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If we assume that the plant must be rebuilt every 15 years,

we may translate this requirement into an annual capital charge. The

present value of outlays required to rebuild the system every fifteen

years for a system which is one-half generation old is equal to the re-
-7.5r -22.5r -37.5r

placement cost of assets times e + e + e + ... . At

a 15 percent interest rate and reproduction costs of assets of $180 to $200

per subscriber, 22 the annual capital charge required for this typical

plant is in the range of $9. 80 to $11. 10 per subscriber. We utilize a

figure of $10. 50 in the calculations below. We may now calculate the

annual rate of growth (g) in net revenu is by rewriting the present value

formula as:

(D. 2) PV R0 - OC o . - 10.50
S .15 -g

We know that current revenues per subscriber are equal to approxi-

mately $67. 92 while operating costs for median size systems are

approximately $32, according to Comanor-Mitchell data. Thus, the

rate of growth in net revenues per subscriber is easily found to be:

(D. 3) g = .15 - 25.42

If we have information on the price per subscriber paid by firms ac-

quiring cable systems, we can calculate the rate of growth which they

are anticipating.

In order to obtain an estimate of price paid per subscriber,

we have collected information on all sales of systems for which we could

find complete data in the financial press in 1971 and 1972. A total of 17

22Don Andersson, The CATV Industry, et al.. loc. cit. estimates current investment per home
passed at S112. If penetration at maturity is equal to.O. 65, capital costs per subscriber are
equal to $172. It penetration fails to rise above its current level of 55 percent. capital costs
per subscriber will be $204.
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such sales were found, ranging from one system selling at $840, 000 to

46 systems selling for a total price of $88. 5 million. The 17-transaction

sample has a reported 625, 000 in current subscribers.

The data on current subscriber levels for all systems

purchased were converted to "mature" subscription levels by dividing

reported subscribers by a maturation factor developed by Comanor-
-450/tMitchell, , , where t is system age in months. This provided

an estimate of slightly more than 762, 000 subscribers at maturity.

Total purchase prices for the 17 companies aggregated $350 million in

stock, cash, and liabilities assumed, or $460 per mature subscriber.

However, there was considerable variance about this mean figure,

reflecting obviously different investment situations--differences in

municipal regulation, local costs, subscription prices, and future

growth potential. It might be that some systems carry franchise rights

with them which are quite valuable, allowing the system owner to wire

new areas at large prospective future profits. Assume, for instance,

that a further 100 percent growth in homes passed is envisioned in the

typical sale--certainly a very generous estimate. The profitability of

these incremental subscribers is much less than that for current sub-

scribers who reside before plant already built. If 55. 3 percent of the

new homes passed are enlisted as subscribers, the system will be faced

with investing in new cable plant at a current cost of approximately $150

per subscriber. 2 3 This adds $25. 17 to the annual $32 in operating costs,

leaving only $10. 73 per year in excess monopoly profits (above the 15

percent rate of return required by investors). Thus, assuming each

sale involves the prospect of attracting 0. 553 subscribers for each

mature subscriber currently passed by the existing plant, we should

attribute $5. 93/($33. 27 + 5. 93) or 15 percent of each dollar of purchase

price to growth possibilities. This reduces our estimate of purchase

price per mature subscriber to $391.

2 3 Since Comanor-Mitchell estimate distribution costs to be more than 70 percent of all investment.
$150 of the current $203 capitalization per subscriber is required to wire new homes.
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We are now in a position to calculate the annual rate of growth

of net revenues per subscriber which is beir.g capitalized into franchise

purchases by recent buyers. Referring back to (D. 3) we may easily

solve for g:

(D. 4) g = .15- 23942 =.085391

Thus, current buyers and sellers of systems comprising more than 10

percent of the current industry--and including firms such as Teleprompter,

Viacom, and Cox Cable--are paying prices which are consistent with

an expected 8. 5 percent annual rate of growth of cash flow per subscriber.

If operating costs were not to grow at all :n the future, revenues would

have to grow by 8. 5 percent in order to justify their well-informed

expectations.

The above estimate of the rate of growth expected by cable

owners themselves is a minimum estimate given our conservative

assumptions that:

* Operating costs are but $32. 00 per subscriber--a datum
consistent with a system size of 15, 000 to 20, 000 sub-
scribers according to accounting statements and
Comanor-Mitchell data.

* All systems purchased achieve maturity instantly.

* Each system has franchise rights which will yield
another 0. 55 subscribers for each subscriber attached
to the current plant at maturity.

Since the average system sold was smaller than 15, 000, operating costs

may be higher and current net revenues smaller than that calculated in

D. 3. Moreover, any protracted adjustment to mature penetration levels

reduces the base from which net revenues per system must grow and,

therefore, increases the net growth required to justify the price paid
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for the system. Finally, our assumption of one additional subscriber

in areas yet to be wired for every mature subscriber before extant plant

is a maximum estimate given the franchises acquired. The total number

of homes in franchised areas not yet wired by the firms acquired in these

17 transactions is estimated to be approximately 700, 000 from 1970

Census of Population counts, rven if all of these homes are wired

eventually, they will not equal total homes subscribing at maturity in

currently wired areas. Moreover, our calculation requires that these

homes be wired instantly--otherwise, the required rate of growth to

justify the system purchase p:.ice must be higher.

Unless cable owners are willing to accept a lower rate of

return than 15 percent on capital before income taxes, we must conclude

that their actions reveal that they are expecting perpetual growth of net

revenues per subscriber in excess of 8. 5 percent with r.o increases in

cost. This increase is likely to be realized in the form of new e wVices

which add to both costs and revenues, but we cannot on the basis of

current evidence estimate the precise magnitude of each during future

years.

This 8. 5 percent growth rate for net revenues is approximately

consistent with a rate of growth of gross revenues of 3 to 4 percent per

annum with no cost escalation. Given the b-:ilt-in wage escalators in

our operating-cost formulation, we shall take 4 percent as the maximum

growth rate of total revenue per subscriber, but we present estimates for

a more modest growth rate of 2 percent as well.
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E. RESULTS OF CALCULATIONS

In this section, we calculate the internal rates of return on

cable systems in different operating environments under the revised

assumptions described above. We utilize Mitchell's assumptions and

data for all but the following parameters:

1. Penetration at Maturity - a 0. 648 in the top 50 markets,
0.653 in all other markets.

b 0. 553 in the top 100 markets,
0. 653 in all other markets.

2. All operating costs and revenues are discounted from the

middle of each year. Capital costs are discounted from the beginning

of the year in which they are incurred.

3. Ali distribution plant investment is spread over two years--

50 percent in the f:. s. year; 50 per-cent in the second year.

4. Underground cable percentage - 5 percent in all markets.

5. Twenty-channel capacity for all systems; even those outside

the top 100 markets.

6. Exclusivity Effects - Two additional independents imported
via three microwave hops each as
standby capacity to substitute for
blacked-out independents.

7. Origination - All systems have standard origination as defined
by Mitchell.

8. Annual Revenue per Subscriber - $67. 92 which grows at a
rate of 0 percent, 2 percent,
and 4 percent in three
different calculations.

9. The number of subscribers increases at an annual rate of 2

percent in years 16 through 60.
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Clearly, our assumptions on mature penetration and subscribe

revenues are more generous than Mitchell's and they lead to higher calcu-

lated rates of return. However, as we have argued in Section C, these

assumptions are more consistent with cable system owners' projections

and currently reality.

We utilize the cable system owners' projections for penetration

ir. 1932 for our first calculations, employing the datum for markets 51-100

for all markets outside the top 100. These calculations embody more

optimistic penetration assumptions for the top 100 markets, but in some

casco we are m .re conservative than Mitchell for the smaller markets.

as an alternative projection, we utilize the pessimistic assumption that,

.despite g' ,wthpotential, penetration in the top 100 markets will remain

at 55. 3 percent. 24

For the path toward maturity, we utilize the growth path used

by Mitchell despite its lack of statistical foundation. We feel that this

path is a reasonable compromise between Comanor-Mitchell and Park.

In addition, it is quite similar to the one utilized by Park in his r ayton-

Miami Valley predictions. 25

Revenues per subscriber take three forrms--all beginning with

$67. 92 in the first year. In the first variant, it is assumed that there is

no net growth. In the second, revenues per subscriber grow at an annual

compound rate of 2 percent while in the third they grow at 4 percent.

These rates of growth are consistent with our observations about prospec-

tivc subscriber fee increases and future sources of ancillary revenues.

More importantly, they are conservative reflections of revenue growth

disc ,anted by buyers and sellers of systems in the past two years. 26

Equally important and also leading to higher rates of return

re our assumptions concerning cable investment and its timing. While

we use Mitchell's data on costs per mile of each type of cable plant--

2 4Don Anderason, op, cit.
2 5L. L. Johnson, et al., op. cit., Paper 12.

26See Section C above for an estimate of growth rote anticipations.
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aerial and un' rground--we phase the investment in that plant over two

years in accordance with our observation that few plants are ever

completed in a single year. In addition, we allow for a maximum of

5 percent of cable underground for a typical system given the obser-

vation that few systems currently under construction or in operation ir

major markets have more than this percentage of their plant buried in

underground conduits.

Minor changes involve exclusivity and origination. We simply

allow the importation of two additional standby independent signals to

offset the effects of exclusivity protection afforded local stations. While

this may ot allow the cable system to prevent blacking out one channel

at all broadcast hours, it will greatly offset any effect of exclusivity

protection upon subscriber penetration. The cost of importing each

additional signal is included in the additional three microwave hops per

station required.

For origination, we utilize the Mitchell "standard" origination--

requiring capital costs of $38, 000 and annual operating costs of $43, 000.

Mitchell, on the other hand, utilizes a minimum origination expenditure

for systems of fewer than 10, 000 mature subscribers, but we exclude these

smaller systems from our results.

A few minor differences exist between our calculations of

operating and capital costs and those of Comanor-Mitchell upon which

Mitchell relies. All of these derive from the difficulty in translating

the Appendix description of cost parameters in Coman. Mitchell into

actual cost data. For employee benefits, office rentals, and house drops,

our cost data differ to a minor degree with the Comanor-Mitchell

calculations. These differences are minor and have no perceptible effect

upon calculated .rates of return.

Ctherwise, we utilize the Comanor-Mitchell cost data for

the calculations reported below. Instead of replicating the plant over
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an infinite horizon, we simply allow for four generations of 15-year

plant life. This reduces the rate of return to a very minor degree given

the present value of net revenues realized 61 or more years from the

present.

In order to demonstrate the effect of alternative proposed

copyright fee schedules, we calculate the rates of return under the four

different assumed copyright fee schedules employed by Mitchell:

#1 represents no copyright fee payments;

#2 represents 1/2 of number 3;

#3 represents the "McClellan formula" in S. 644;*

#4 represents 2 times number 3.

These four alternative fee sche.dales are detailed in Table E-1.

Table E-1

Copyright Fee Schedule

Copyright Fee Schedule Nur.ber
(Fee as a· a of Gross Revenue)

A1 02 03 #4

Percentag. 4f Revenuesr O I 0.5% 1. 0% 2.0%
First $160, 000

Percentage of Revenues
In Excess of 0% 1.0% 2.0% 4.0%

$160, 000 up to $320,000

Percentage of Revenues
in Excess of1.5% 3.0% ' 8.0%

$320, 000 up to $480, 000

Percentage of Revenues
in Excess of 0% 2.0% 4.0% 8.0%

$4)0, 000 up to $640, 000

Percentage of Revenues
In Excess of 0% 2.5% 5. 0% 10. 0%

$640,000

*S. 644 relates fees to subscription revenues. For simplicity, we have
related the fee formula to gross revenues. This will tend to understate
slightlythe calculated profitability of the systems when copyright fees
are included.
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Before presenting the calculated rates of return for various systems

under j Jr assumptions, however, we first examine an arbitrarily chosen

system from Mitchell's calculations to demonstrate the effects of our

assumptions upon realized rates of return. Our choice for this purpose

is a 25, 000 system in the middle of the top 50 markets--Line 1 in Table 4

of Mitchell's paper. The analysis is summarized in Table E-2.

Mitchell calculates a 10. 4 percent rate of return in the

absence of copyright fees for this system. Our attempt to replicate his

assumptions while centering all revenues and operating costs in the

middle of each year leads to an increase in the rate of return from 10. 4

percent to 11. 7 percent.

Reducing the percentage of underground cable to 5 percent

increases the rate of return by another 1.9 percent (from 11.7 and 13.6

in line 1 of Table E-2). Spreading distribution plant investment over

two years increases the rate of return by another 0.4 to 0. 6 percent.

Thus, making all of our assu-ptions except for revenues per subscriber,

mature penetration, and the method of countering t-. exclusivity rule

increases the rate of return from 10.4 percent to 17. 6 percent.

Line 2 demonstrates the effect of increasing penetration to

0.278 as the assumption of loss in subscribers due to exclusivity protec-

tion is dropped. Instead, we add two imported independent signals,

requiring three microwave hops each. The additional microwave costs

offset the increase in penetration and the rates of return change only

marginally.

When we allow revenue to increase to $67. 92 per subscriber

per year in line 3, the rates of return rise to 13. 0 and 15. 1 percent if

investment is completed in the first year and to 13. 4 and 15.6 percent

with investment spread over two years.
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Table H-2

Senlsitttty. of 11e of rttIurn Cnlcultilon
to h. in P.Ir.,m, etcr

(No C opyright l'ers)

5 00 S.hbcArl.or 't tnrm ..Sliddie or Manrklet 1-50
Casb Ft I Jrlb I Ia A IIlotuuinted 3ash I- l AIIC.JIolUTid
Discounted in Middlle of Year in Middle of e.nr
at licginning tnvestrneit .ompleted Inves"ntmnt e. anpleTed
of Ye.r tin YV-r One in To Venrar

Underground Underground Underground Underground Underground
*20.; *2D0, *5 . *20 *.5%

1. Mitchell's Calculation:

Revenue * $64.60 per Subscriber
10.4% 11.7% 13.6% 12.1% 14.2%

Penetration at Maturity * .272

2. Our Calculation:

Revenue * $64.60 per Subscriber
(Additional Microwave Hops)

11.8s 13.% 12.1% i 4. I
Penetration at Maturity · .278

3. Our Calculaltion:

Reouse *. $67.92 per Subscriber
13.0% 15.1% 13.4% 15.6%*

Penetration at Maturity . .278

4. Our Calculation:

Revenue * $67.92 per Subscriber
18,5%

Penetration at Maturity * .648

5. Our Calculation:

Revenue $67. 92 per Subscriber
growing at 3% per year 32.8*

Penetration at Maturity * .648

6. Our Calculation:

growing at 4% per year

Penetration at Maturity .648
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Finally, lines 4, 5 and 6 demonstrate the effect of utilizing

all of our assumptions, including a mature penetration of 64. 8 percent.

The rate of return rises to 28. 5 percent in the face of $67. 92 per sub-

scriber per year with no growth, and it rises to a heady 36.8 percent in

the face of 4 percent growth. Thus, our most favorable assumptions

have produced a trebling of the rate of return for this sample system,

but more than half of this increase occurs even if we assume that revenues

per subscriber do not increase from today's level.

Turning to our own calculations embodying the assumptions

detailed at the outset of this section, we obtain much larger rates of

return than Mitchell. Tables E-3 through E-7 present the results for

each market category. Appendix A contains the detailed cash flows from

the computer printouts for these and other simulations.

Clearly, if cable Jystems are able to achieve the 64. 8 to 65. 3

percent subscriber penetration which the owners are expecting, all

systems of 10, 000 subscribers will be able to earn considerably more than

the required 15 percent on investment even after a copyright fee schedule

such as #4 is imposed. With a modest growth rate of 2 percent applied to

revenues per subscriber, the lowest rate of return before copyright fees is

18. 62 percent. With a 4 percent growth rate, this rises to 22. 72 percent.

If we make the more pessimistic assumption that cable systems

in the top 100 markets will not be able to improve upon their average sub-

scriber penetration of 55. 3 percent, rates of return fall slightly, but no

system with 10, 000 subscribers earns a return of less than 18. 29 percent

with 2 percent revenue growth and no copyright fees. At a 4 percent

growth rate, the minimum rate of return rises to 22. 36 percent.

We also estimated the profitability of larger and smaller

systems, utilizing the C-M cost data, and our results were predictable.

For 25, 000 subscriber systems, for example, the rates of return were

20-S44 0 - 753 24
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consistently in excess of 25 percent and often above 30 percent while for

smaller systems with but 5, 000 subscribers, the rates of return were

in the range of 12 to 18 percent. These enormous differences derive

from the C-M overestimates of the effic:e::cies of size, of course, but

even with this substantial bias incorporated, the rates of return for small

systems were greater than the cost of capital when 4 percent revenue

growth was assumed.

One might also ask how more pessimistic penetration assump-

tions affect our calculations. Even if penetration at maturity is expected

to be but 40 percent of homes passed in future years for a typical cable

system, 10, 000 subscriber systems will realize rates of return between

18.33 and 23.35 percent under our assumptions with 4 percent growth in

revenues per subscriber. Combining this exceedingly low penetration

figure with only a 2 percent growth rate in revenues per subscriber yields

rates of return of 14. 28 to 19. 21 percent.

It is clear from these comparisons, that projected growth in

subscriber revenues are critical to any calculation of profitability. While

our assumptions of 2 percent and 4 percent are not particularly staggerirg

they overwhelm Mitchell's projected rate of 0.00 percent growth. Since

we are projecting revenues and 'costs over an infinite horizon, it is partic-

ularly important to allow for the probability that the average subscriber

in the year 2000 will contribute more than $64, 60 per year to revenues

even after adjusting for inflation. Mitchell's method applied to the tele-

phone industry at a similar stage in its development would have led to an

estimate in 1915 that revenues per telephone installed would remain at

$30 forever wikhout improvements in productivity: Obviously, such a

projection would have been a woefully inadequate guide for regulatory

policy in the ensuing 58 years.
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Another striking result of our calculations is the minor effect

of our alternative copyright fee schedules. This result obtains simply

because the average fee paid in the first few years is a very small percent-

age of revenues. Even schedules #3 and #4 provide for payments of only

1 to 3 percent and 2 to 6 percent of revenues, respectively, in the first

five years for systems with only 10, 000 subscribers. This percentage

increases as the revenues grow, but none of our calculations posit

average payments of as much as even 5 percent per year in these first

five yel rs; thus, the effect of the copyright fee schedules currently un-

der discussion is de minimis from the standpoint of estimating current

profitability.



366

Table E-3

Rztes of Return in Middle-Market
10, 000 Subscriber Systems in Top 50 Markets

Copyright Fee Schedule

#l 0 *2 I 3S I *4

Subscriber Penetration
at Maturity 0. 648

Revenues per .bocriber * 18.61% 1. 13% 17. 1.6%
$67. 92 per Year*

Revenues per Subscriber ·
$67.92 plus 2S.47% 2. 01% 22.54% 21.60%
2% Growth per Year

Revenues per Subscriber ·
$67.92 plus 27.63% 27.16% 26.68% 25.72%
4% Growth per Year

Subscriber Penitration
at MtturLy *-'0. 553

Revenues per Subscriber 17.1% 16.1 .2 %
67. 92 per Year._ 17.17% 16 71% IS 24% 15.29*

$87. 92 per Year*

Revenues per Subscriber ·
$67.92 plum 22.09% 21.65% 21.20% 20. 31%
2% Growth per Year

Revenues per Subecriber
67.92 plus 20. 24% 25.79% 25. S4% 24.43%

4% Growth per Yeer

*wth no growth over time

Other Variables:

Density: 200 homoes/mile

Imported Signals: 2 independent, I duplicate network, 1 educational

Microwave Hops: 15

Underground Cable: 5%

Investment Period for Distribution Syetem: 2 years
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Table E-4

Rates of Return in Edge-Market
10. 000 Subscriber Systems in Top 50 Markets

Copyright Fee Schedule

e1 '2 3 , 4

Subscriber Penetration
at Maturity * 0.648

Revenues per Subscriber ·
$67.92 per Year' 16.30% 15.855 15.40% 14.48%

Revenues per Subscriber -
$67. 92 plus 21.22% 20.79% 20. 37% 19.51%
2% Growth per Year

Revenues per Subscriber -
$67.92 plus 25. 33% 24. 90% 24.47% 23.60%o
4% Growth per Year

Subscriber Penetration
at Maturity * 0. 553

Revenues per Subscriber 14.76% 14. 34% 13. 90% 13.02%
$67.92 per Year'

Revenues per Subscriber -
$67.92 plus 19.76% 19. 36% 18. 96% 18.16%
2% Growth per Year

Revenues per Subscriber -
$67.92 plus 23. 87% 23. 46% 23. 06% 22.24%
4% Growth per Year

with no growth over time

Other Variables:

Density: 150 homes/mile

Imported Signals: 2 independent. I duplicate network. I educaltonal

Microwave Hops: 15

Underground Cable: 5%

Investment period for Distribution System: 2 years
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Table E-5

Rates of Return in Middle-Market
10, 000 Subscriber Systems in Market 51-100

Copyright Fee Schedule

_l 0I 3 #4

Subscriber Peretration
at Maturity 0. 653

Revenues per Subscriber * 16.·39 15.94% 15.48% 14.56S
$67. 92 per Year*

Revenues per Subscriber -
$67.92 plus 21.30% 20. 7% 20. 45% 19.59%
2% Growth per Year

Revenues per Subscriber ·
$67. 92 plus 25. 42% 24. 98% 24.55% 23.67%
4% Growth per Year _

Subscriber Penetration
at Maturity * 0. 553

Revenues per Subscriber- 14.82% 14.39% 13.95% 13.07%
$67. 92 per Year

Revenues per Subscriber · -
$67.92 plus 19.82% 19.42% 19. 01% 18.21%
2% Growth per Year

Revenues per Subscriber ·
$67. 92 plus 23.92% 23.52% 23.11% 22.29%
4% Growth per Year

·with no growth over time

Other Variables:

Density: 150 homes/mile

Imported Signals: 2 independent. I educational

Microwave Hops: 15

Underground Cable: 5%

Investment Period for Distribution System: 2 years
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Table E-6

Rates of Return in Edge-Market
10. 000 Subacriber Systems in M'rl'ets 51-100

Cuoprliht Fee Schedule

#1 #2 03 4

Subscriber Penetration
at Maturity - 0.653

Revetnues per Subscriber = !4. ul% 14.39% 13.95% .13.09%
$67. 92 per Year*

Revenues per Subscriber *
$67. 9:' plus 19. 79% 19. 39 18. 99% 18. 19%
2% Griywth per Year

Revenues per Subscriber ·
$67. 02 plus 23.88% 23. 47% 23.07% 22. 26%

4% growth per Year

Subscriber Penetration.
at Maturity 0. 553

Revenues per Subscriber · 13.21% 12.81% 12.40 11.56%

Revenues per Subscriber 18. 29% 17. 8% 1 17. 55% 16. 80%
$67.92 plus
2% Growth per Year

Revenues per Subscriber 
·

4% Growth per Year

*with no growth over time

Other Variables:

Dens!ty: 125 home/mlile

Imported Signals: 2 independent, I educational

Microwave Hops: 15

Underground Cable: 5%

Investment Period for Distribution System: 2 years
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Teble E-7

Rrtes of heturn in
10. 000 Subscri.ter Systems in Markets 101+

Copyright Fee Schedule

I 0i2 0 3

Middle-Market
Systems

Revenues per Subscriber -
$67. 92 per 21. 49.66% 16.22% 2015. 77% 19.79%

2% Growth per Year _

Revenues per Subscriber ·
$57.92 plus 21. 49% 21.07, 19.79%
2% Growth per Yeor

Revenues per Subscriber·-
$67.92 plus 25. 56% 25. 13% 24. 70% 23.83%
4% Growth per Year

Edge-Market
Systems

Revenues per Subscriber -Revenue per SubYcriber 13.52% 13. 11% 12.69% 11.84%

Revenues per Subscriber -
$67. 92 plus 182% 18. 24% 17.8 17. 8aH 17.10%
2% Growth per Year

Revenues per Subscriber .
$67. 92 plus ,22.72% 22. 34% 21. 96% 21.19%
4% Growth per Year

with no growth over time

Other Variables:

Subscriber Penetretion at Maturity: 0. 853

Density: 125 homeslmile for middle-market systems., 100 homes/lmile for edge-market systems

Imported Signals: 1 independent, I educational

Microwave Hope: 12

Underground Cable: 5%

inveetment Period for Distribution System: 2 years
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Finally, we might pose the question of ability to pay in a

slightly different manner: What percentage of revenues could each system

pay every year without allowing its rate of return to fall below 15 per'cent?

The answers to this question appear in Tables E-8 through E-10.

Combining the NCTA's owni predictions about subscriber

penetration with a modest 2 percent growth rate leads to estimates of

13. 45 to 25. 13 percent of revenues realized as excess returns. An

increase in revenue growth to 4 percent leads to estimates of 30. 56 to

39. 80 percent of revenues as excess returns. Even the more modest 55.3

percent penetration assumption for the top _00 markets yields estimates

of 12. 52 to 22. 28 percent of revenues in excess of those required to cover

the cost of capital with our modest 2 percent growth rate. This rises to

29. 82 to 37.57 percent when 4 percent growth is assumed. Even if

penetration is a meager 40 percent of homes passed at maturity, 4 percent

revenue growth would yield estimates of excess returns of 17 to 30 percent

of revenues for a 10, 000 subscriber system.
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Table E-8

Percentage of Revenues Available, for Copyright Fees
or Other Uees After Allo&nce for 15 Percent Colt of Capital

10,000 Subscriber Sytem in the Middle of the Top 50 Markets
Subscriber Penetratior. I S crlber Penetration
at Maturity · 65.3% at Maturity * 55.3%

Revenues per Subscriber * 9.50* 3 01%
387. 92 per Year*

Revenues per Subscriber -
$67.92 plus 25.13% 22. 28%
2% Growth per Year

Revenues per Subscriber ·

10, 000 Subscriber Systems in the Edge of theTop 50 Markets
Subscriber Penetraiscriubcrer Penetration
at Matuxity * 65. 3% at Maturity * 55.3,,

Revenues per Subscriber - 3 76% 0.00%
$67.92 per Year

Revenues per Subscriber ·
$'7.92 plus 20.44% 16. 77
2% Gro.'th par Year

Revenues per Subscriber ·
$67. 92 plus 36. 11% SS 20%
4% Growth per Year

· no growth over time
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Table E-9

Percentage of Revenues Available for Copyright Fees
or Other Uses Arter Allowance for 15 Percent Cost of Capital

10, 000 Subscriber Systems in the Middle of Markets 51-100
Subscrbr Pnetration ubcriber Penetration
at Maturitvy 65. 3% at Maturity - 55.3%

'Revenues per Subscriber
$67. 92 per Year*

Revenues per Subscriber *
$67. 92 plus 20.63% s16.90%
F' 1rowth per Year

Revenues per Subscriber
$67. 92 plus 36. 26% 33. 33. 0%
4% Growth per Year

10, 000 Subscriber Setms in the Edge of Markets 51-100
Subscriber Penetration Subscriber Penetration

_________________ at Maturity * 65.3%6 at Maturity * 55. 3%

Revenues per Subscriber 0.
67. 92 per Year 0.00 .

Revenues per Subscriber ·
$67.92 plum 16. 91% 12. 52%
2% Growth per Year

Revenues per Subscriber -
$67.92 pluc 33.31% 29.82%
4f- Growth per Year

'no growth over time
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Table E-10

Percentage of Revenue
-

Available for Copyright Fees
or Other Uses After Allowance for 15 Percent Cost of Capital

10, 000 Subscriber Systems in Markets 101+
Middle Edge

Subscriber Penetration Subscriber Penetration
at lMaturity * 65.31, at Maturity - 65. 31,

Revenues per Subscriber -
$57.92 per Year

Revenues per Subscriber ·
$67.92 plus 21. 31% 13. 45%
2% Growth per Year

Revenues per Subscriber ·
$67. 92 plus 36.80 - 30. 56%
4% Growth per Year

· no growth over time
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F. CONCLUSIONS

Baised on the foregoing calculations, our conclusions on the

ability of cable systems to develop in major markets and-to pay prospec-

tive copyright fees is much more sanguine than that offered by Mitchell.

The difference derives largely from the unsupportable assumptions made

by Mitchell in his analysis--assumptions wholly inconsistent with NCTA

members' predictions and recent behavior in cable system sales. Once

Mitchell's low penetration rates and conservative revenue estimates are

replaced by more reasonable industry estimates, rates of return rise

strikingly, even in the face of rather substantial copyright fee payments.

Despite our rather substantial, revision of Mitchell's calcu-

lations, our estimats of prospective system profitability remain quite

conservative for six major reasons.

First, we use Comanor-Mitchell's capital and operating cost

data with very little alteration. These estimates have been criticized as

considerably high and will probably prove to overestimate cable system

costs in future years.

Second, we utilize Mitchell's arbitrary maturity path ill our

calculations. As cable is built in larger, denser markets, it may be

easier for cable operators to enroll subscribers at a more rapid pace.

Third, we assume that no installation fees are collected by

system owners despite obvious evidence to the contrary.
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Fourth, we assume that every system invests in its own origi-

nation equipment. For smaller systems, this may well be a generous

assumption if methods are devised to share origination facilities.

Finally, the large microwave costs are arbitrary at best.

With the development of new competition in microwave common carriage,

and the possibility of satellite distribution systems, it seems likely such

costs for each system to build and maintain its own microwave equipment

will decline substantially.

Our assumption of future mature penetration levels is more

generous than that provided by existing statistical demand models, but

these models are seriously deficient in their ability to predict even

current demand. Since our projections of penetration derive from

estimates offered by major cable companies, we believe that they are

more soundly based than the relatively pessimistic values advanced by

Mitchell.

The resulting estimates of cable pr'fitability find medium

to large size systems earning in excess of 20 percent on capital in nearly

every situation in the absence of copyright payments. These returns are

above those deemed necessary to attract investment capital to the industry.

Thus, we conclude that substantial copyright fees could be paid without

inhibiting the growth of typical cable systems in the country's major

markets as they are presently conceived.
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Mr. BRENNAN. Mr. Chairman, the next witnesses appear on behalf
of the National Association of Broadcasters and the Association of
Maximum Service Telecasters.

This will beta joint presentation on behalf of both broadcasting
associations.

Mr. Wasilewski, would you identify yourself and your assjciates,
please?

STATEMENT ~F VINCENT T. WASILEWSKI, PRESIDENT, NATIONAL
ASSOCIATION OF BROADCASTERS; ACCOMPANIED BY: JOHN B.
SII$MERS, GENERAL COUNSEL, ERNEST W. JENNES, ASSOCIA-
TION OF MAXIMUM SERVICE TELECASTERS, INC.

Mr. WAsmEwsKI. Mr. Chairman, I appear here both in my capacity
as president of the National Association of Broadcasters and also on
behalf of the Association of Maximum Service Telecasters. With me
today are John Summers, NAB's general counsel and Ernest Jennes,
MST's general counsel.

NAB and MST are making a joint presentation because of the very
limited amount of time allocated to broadcasters. There is no difference
in the positions on C.A.TV copyright.

Now, broadcasters have at least two different interests in CATV
copyright. First, broadcasters themselves have ownership interests in
some copyrighted material that CATV systems continue to take from
broadcast stations without payment and sell to the public for a fee.

Second, CATV systems are in direct competition with broadcast
stations for viewers, listeners, and advertising revenue. This competi-
tion is increasing and will continue to increase. Indeed, leading CATV
spokesmen state repeatedly that they hope and intend that cable tele-
vision will largely, if not entirely, replace free broadcast television.

A law that confers a compulsory copyright license on cable televi-
sion inherently gives CATV an unfair competitive advantage over
free broadcasters, who must bargain for copyrighted material they
use. CATV would have this unfair advantage even if it had to pay as
much as broadcasters for copyrighted material. In fact, it is clear that
CATV would pay much less for the same material, not only under the
low CATV fee levels proposed in S. 1361 but even under the levels
supported by the copyright owners. For example, FCC figures show
that the typical television station pays 34 percent of its total revenue
for its nonnetvork program material.

Despite the inherent unfairness, NAB and MST have been willing
to support limited compulsory licenses in accordance -with the terms of
the November 1971 consensus agreement, which was also-accepted'by
NCAzlu-nd the copyright owners.

We believe that; as provided L; that-cozisensus, the fee levels for
such compulsory licenses should be determined bv an independent ar-
bitration tribunal, and not by statutory fiat. Saiwh a tribunal would
have both the time and the expertise to sort out the conflicting claims
of the interested parties and the complex and elabo, .Lte economic data
advanced in support of those claims.

Traditionally, Congress delegates such complex questions to a body
equipped to examine them in detail. If the claims of the CATV in-
dustry to a v,3ry minimal fee are valid, the industry should not be
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afraid to submit them to an arbitration tribunal. Moreover, NCTA
specifically agreed that the fees would be fixed by arbitration as part
of the consensus agreement.

As a result of that consensus, the cable industry has been enjoying
the benefit of permissive new FCC rules on the importation of distant
broadcast. stations for over a year and a half. It ill-behooves NCTA
to back away from the consensus now.

NAB and MST reluctantly accepted that consensus and agreed to
support a limited compulsory license for CATV only because of our
btlief that the consensus limitations Jn the 3cope of the compulsory
license would be implemented. Provided that those limitations are im-
plemented, we continue to support the consensus despite the recent
decision of the second circuit holding that all CATV use of distant
signals is subject to normal copyright liability.

Without such limitations, the unfair subsidy which compulsory
licenses exact from broadcasters would undermine the economic viabil-
ity of free television broadcasting, thus depriving the public of free
programing they now receive and impairing the principal source of
the revenues to program producers necessary to stimulate program
creation and development.

Specifically, NAB and MST submit that compulsory licenses for
CATV systems should cover only CATV retransmission of local broad-
cast stations and such programs from distant stations as are con-
templated under the FCC's 1972 CATV rules.

An openended compulsory license--one for example that covered all
CATV retransmission of distant stations which the FCC may here-
after authorize-would be a sweeping delegation to four or fewer
members of the FCC to change and even radically revise the copy-
right law at any time in the future.

We strongly oppose any such openended compulsory license. We
assume, in view of the letter of January 31, 1972, from the chairman
of this subcommittee to Chairman Burch and the fact that thexcurrent
hearings are not focusing specifically on the critical question of the
terms and conditions of the compulsory license, that this subcommit-
tee.does not have doubts about the approach agreed to by NCTA, the
copyright owners, NAB, and MST when they accepted the 1971 con-
sensus,

If there are doubts, we urge that such hearings be held. In any event,
because the question of the scope of the compulsory license is of para-
mount importance, we plan to submit a supplemental written state-
ment on that subject, together with suggested statutory language.

Although broadcasters have not been invited to participate in the
hearings this afternoon on copyright treatment of sports events,
broadcasters fully support normal copyright liability for cable -re-
transmission of sports events not available to a local station as Pro-
posed in S. 1361. We also plan to submit a supplementary statement
which will deal with this vital question.

Let me close, Mr. Chairman, by saying on behalf of NAB that,
while the record is not being opened with respect to section 114 of S.

1361, NALB and broadcasters generally are steadfastly opposed to the
creation of a new proprietary right in the form of copyr;ight record-
ing right for record manufacturers and performers.

Thank you vey. much for inviting me toappear today.
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Senator MICCLELLASN. Very well.
Any questions, Senator ?
Senator BURDICK. Well, the sense of your testimony, or the essence

of it. is, you are willing today, to abide by the consensus agreement.
MIr. WASILEWSKI. Yes, sir. On an all together basis.
Senator BuPRDICK. Tlhat seems to be tie essence on your testimony.

I have no further questions.
Mr. WASIEWSKr. Yes, sir. That is.
Mr. BRENNAN. M. Wr. asilewski, could you indicate whether or not

you support the position taken by the subcommittee previously on the
sport provision of section 111?

Mr. WASILEWSKI. As contained in the present bill ?
Mr. BRENNAN. As contained in the present bill.
Mr. WAASILEWSKI. Yes, sir. I did say that we support that position.
Senator IMCCLELLAN. You indicate that you had not been invited. I

wonder if you felt that you should participate ?
MIr. WVASILEWSKI. I just wanted to point out, sir, that I was testi-

fying on behalf of something that was not part of this morning's
hearing, and we do not necessarily want to come in this afternoon.
We would like the opportunity to rebut.

Senator MCCLELLAN. If you wanted to appear, I was going to con-
sider your interest and give you the opportunity. That was all I
wanted to be sure of.

Mr. ' ,AsILEWSKIr. I said all that I wanted to say about it.
Senator MCCLELLAN. All right.
Thank you very much.
Call the next-witness.
Mr. WVAsIrEwsKI. Tiank you.
[The prepared statement of Mr. Vincent T. Wasilewski follows:]

JOINT STATE31ENT ONi BEHALF OF TIIE NATIONAL ASSOCIATION OF BROADOASTERS
AND THE ASSOCIATION OF M[AXIMUM SERVICE TELECASTERS BY VINCENT T. WVASI-
LEWSKr, PRESIDENT, NATIONAL ASSOCIATION. -OF BROADCASTERS, BEFORE THE
SUBCOMMITTEE ON COPYRIGHTS, PATENTS, AND TRADEMARKS, SENATE COMMITTEE

ON TIHE JUDICIARY

IMr. Chairman, I :appear here both in my capacity as Presidenit of the Na-
tional Association of Troadcasters and also on behalf of the Association of
Maximum Service Telecasters.'With me today are John Summers, NAB's Gen-
eral Cciinsel, and Ernest'Jennes, MST's General Counsel. NAB and MST are
making a joint presentation because of the very limited amount of time allo-
cated to broadcasters. ' i'here is ho difference in their positions on CATV
copyright.

Broadcasters have at ltst two different interests in CATV coi.rrikht. Pirst,
broadcasters themsel es have' ownership interests in some6 copyrighted material
that CATY systems continue to' take from broadcast stations without payment
· nd sell to the public for a fee. Second, 'CATV systems are in direct competition
with broadcast stations for viewers, listeners and advertising revenue. This
competition is increasing and will continue to increase. Indeed, leading CATV
spokesmen state repeatedly that they-hope and intend that cable television will,
largely, if not entirely, replace free broadcast television.

A law that confers a compulsory copyright license on cable television inherently
gives CATV an unfair competitive advantage over free broadcasters, who must
bargain for copyrighted material they use. CATV would have this unfair advan-
tage even if it had-to pay as much as broadcasters for copyrighted material. In,
fact, it is clear that (CATV would pay much less for- the same material, not only
under the low CATV fee levels proposed 'in S. 1361 but even under'the levels sup-
ported by the copyright owners. For example, FCC figures show that the typical
television stationpays 34 percent of its total revenue for its noiwnetwork program
material.

20-344-73-25
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Despite the inherent unfairness, NAB and 3IST have been willing to support
limited. compulsory licen.ses in accordance with the terns of the November 1971
"Consensus Agreement" which was also accepted by N('TA and the copyright
owners. We believe that, as provided in that Consensus, the fee levels for such
compul./oiy licen.,es should be determined by an independent arbitration tribunal,
and not by statutory flat. Such a tribunal would have both the time and the ex-
pertise to sort out the conflicting claims of the interested parties and the complex
and elaborate economic data advanced in support of these claims. Traditionally
Congress delegates such complex questions to a body equipped to examine them
in detail. If the claims of the CATV industry to a v'ery minimal fee are valid, the
industry should not be afraid to submit them to an arbitration tribunal. 'More-
over. NCTA specifically agreed that the fees would be fixed by arbitration as part
of the "Consensus Agreement." As a result of that Consensus, the cable industry
has been enjoying the benefit of permissive new FCC rules on the importation of
distant broadcast stations for over a year and a half. It ill behooves NCTA to
hack away from the Consensus now.

'NAB and MIST reluctantly accepted that Consensus and agreed to support a
limited compulsory license for CATV onl. because of our belief-that the Consensus
limitations on the scope of the compulsory licen.sc would be implemented. Pro-
vided that those limitations are implemented, we continue to support the Con-
sensus despite the recent decision of the Second Circuit holding that all CATV
use-of distant signals is subject to normal copyright liability. Without such limi-
tations, the unfair:subsidy which compulsory licenses exact from broadcasters
would undermine the economic viability of free television broadcasting, thus de-
priving the public of free programming they now receive and impairing the prin-
cipal source of the revenues to program producers necessary to stimulate program
creation and development.

Specifically, NAB alid MST submit that compulsory licenses for CATV systems
should cover only CATV retransmission of local broadcast stations and such pro-
grains from distant stations as are contemplated under the FCC's 1972 CATV
rules. An open-ended compulsory license-one for examplfe that covered all CATV
retransmission of distant stations which the FCC may hereafter authorize-would
be a sweeping delegation to four or fewer members of the FCC to change and even
radically revise the copyright law at any- time in the future. We strongly oppose
any such open-ended compulsory license. We assume, in view of the letter of
January 31, 1972, from the Chairman of this Subcomniittee to Chairman Burch
and the fact that the current hearings are not focusing specifically on the criti-
cal question of the terms and conditions of the compulsory license, that this
Subcommittee does not have doubts about the approach agreed to by NCTA, the
copyright owners, NAB, and GIST when they accepted the 1971 Consensus. If there
are doubts we urge that such hearings be held. In any event, bf cause the question
of the scope of the compulsory license is of paramount importance, we plan to
submit a supplemental written statement on that subject, together with sug-
gested statutory language.,

Although broadcasters have not been invited to participate in the hearings
this- fternoon on copyright treatment of sports events, broadcasters fully sup-
port normal copyright liability for cable retransmission of sports events not
available to a local station as proposed in S. 1361. We also plan to submit a sup-
plementary statement which will deal with this vital question.

Let me close by saying on behalf of NAB that, while the record is not being
opened with respect to Section 114 of S. 1361, NAB and broadcasters generally
are steadfastly opposed to the creation of a new proprietary right in the form
of a copyright recording right -for record manufacturers and performers.

Thank you very much for inviting me to appear today.

Mr. BRENNAN. wVe now have a joint presentatioi by the three per-
forming rights societies, ASCAP, BMI, and SESAC.

Mr. Herman Finkelstein, would you make your presentation ? Could
you identify-

Mr. CRAMER. Mr. Counsel, Mr. Chairman, my name is Edward M.
Cramer. I am president and chief executive officer. of Broadcast Mu-
sic, Inc. Seated on my far left is Albert F. Ciancimino, counsel for
SESAC, Inc., and to my immediate left is Herman Finkelstein, gen-
eial counsel for ASCAP. In order to conse--"_thetime of this com-
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mittee, we have agreed upon a joint presentation, where all of us will
be available subsequent to the presentation to answer your questions.

Thank you.
IMr. BRENNAN. Counsel thanks all three societies for their coopera-

tion and hopes it will continue.
Senator MCCLELLA-n. Have you submitted your statement ?
M{r. CRAMER. Yes.
Mr. BRENNAN. Yes, iMr. Chairman.
Senator MCCLELLAN,-. They will be printed in the record in full.

You may proceed.

STATEMENT OF HERMAN FINKELSTEIN, GENERAL COUNSEL,
ASCAP; ACCOMPANIED BY: EDWARD M, CRAMER, PRESIDENT,
BMI; ALBERT F. CIANCIMINO, COUNSEL, SESAC, INC.

~Mr. FINKExrLSTEI. Mr. Chairman, in accordance with the coinmit-
tee's request, this statement, as Mr. Cramer pointed out, is being pre-
sented jointly on behalf of the three American organizations which
make it possible for all users of musical works. including operators of
cable televisions systems to obtain licenses to perform .publicly in non-
dramatic form, any musical composition required in their operations.

These organizations, the Ameriacn Society of Composers, Authors,
and Publisliers, commonly known as ASCAP: Broadcast Music, Inc.,
commonly luknown as BMI; and SESAC, Inc. are well known to the
Chairman and members of this committee. Each is filing a separate
statement, but all three join in this statement, following the sugges-
tioli of counsel for this committee.

WVe shall briefly summarize the reasons supporting our position that
there is no need for a statutory license for tle-music embodied in these
three repertories because there is already adequate assurance of the
availability of all music they require at fair and nondiscriminatory
prices; and that if any price control is necessary. it is already available
,by resort to an impartial body-the courts or arbitration.

As our respective supporting statements indicate:
(1) Music perforned in nondramatic form is unique among copy-

righted work, in that it is all available to everyone, including CATV,
on a nbnexclusive basis without any problems of clearance or compli-
cated negotiations for individual works, or fears of prices being
arbitrary, unreasonable or discriminatory.

(2) Music has been available to all users through this simple method
of licensing for decades.

(3) The assurance 'that prices will be fair, reasonable, and non-
discriminatory is.a matter of public record. In the case of ASCAP. it
is embodied in a decree of the Federal Court entered in 1950 on the
consent of the U.S.&Government and ASCAP.

The Federal Court is available to any user, including CATJV, who
questions the reasonableness of rates quoted by ASCAP. Several pro-
ceedings to determine reasonable rates have been brought by broad-
casters, wired music operations and others. In fact, proceedings to
determine reasonable rates brought by the national broadcasting net-
works and by Muzak operators and others are pending at;this time.

BMI and SESAC, Inc. have tendered arbitrationf to the CATV
representatives and will contnue to do so.
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(4) The distance of the station from which music is picked up does
not raise any problems. Under tlie prevailing licensing system, all
music is equally available to CATV whether it comes from distant
sources, from local sources, or even when it is originated by the cable
system itself.

5. We have heard' a great deal about the keeping of record& of uses
and seeing that payments are apportioned among those whose works
are used. This is undertaken by the licensing organizations; it does
not present a problemn-to the CATV operator.

6. The music licensing organizations have met with representatives
of the cable television industry and have not had any problem-as to the
method of licensing and the availability of all music used in nondra-
matic form to all CATV operators for all purposes.

Figures requested by cable television to assist in reaching agreement
as to rates for all their music were given to CATV by these organiza-
tions several months ago. There is every reason to believe that agree-
ment can be reached with the CATV industry, as it has been with other
industries, considering all the safeguards available to C ATV.

In conclusion, we submit that there is no necessity for a compulsory
license for musical works if those works are available on the following
basis:

First, the works are part of a total repertory made available to cable
.television under a single licetse- agreement without requirement of
separate negotiations for individual works or individual uses;

Second, the works are available on a nonexclusive basis on fair and
nondiscriminatory terms.

Third, the agreement makes the works available for a substantial
period of time. Agreements are made available to broadcasters for a
period of 5 years.

Fourth, in the event of dispute as to-the reasonableness of the rates
quoted,-the rates can be determined by resort to a U.S. district court
of' to arbitration.

Fifth, provision is made for payment to the licensor for distribution
to the parties entitled to the amounts collected so as to a.oid any dis-
putes between the licensees-that is, individual cable systems-and
individual copyright owners.

As we have previously indicated, section 11i could be framed so as
to exempt musical workls from a compulsory license if they are volun-
tarily made available on the basis I have outlined; or it could specifi-
cally require that all~musical works be licensed to cable television for
retransmission on that basis.

If a work does not meet those requirements, it could, of course, be
made subject to a compulsory license on the same basis as other
material.

In sum, the music licensing organizations have tendered licenses that
meet all problems of the cable television industry.-These problems have
been solved by-a system that insures a maximum of availability and a
minimum of accounting and negotiation. Equal treatment of all is
assured without preference to anyone.

The only item for discussion is price, and:if that cannot be agreed on,
there is an impartial outside body-a court or arbitration-available
to insure rdasonablenesdi
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We respectfally submit that *when copyright owners make their
-works available to all users on a basis that insures reasonableness, there
is no need for a statutory licensing system-a regulatory device that
should be resorted to only when voluntary action fails to meet a
public need.

Thank youi'Mr. Chairman.
If there arei any questions, any of us will be happy to answer them.
Senator McCLELLAN. Thank you very much.
Senator Burdick, do you have any questions ?
Senator BURDICK. On page 2 you refer to the court action in 195 0,

and then you state.. "The Federal court is-available to any user who
questions the reasonableness of rates quoted by ASCAP including
CATV." This' is ra legal question.

What is,your basis for appealing to the-courts at that point?
Mr. F.PINkErSTIN. Oh, when you have organizations that hlave as

many copyright owners as ASCAP has, you are going to have prob-
lems under the antitrust laws. And we each have worked out agree-
ments with the U.S. Government that we commonly refer-to as consent
decrees, under which we make the repertory available on a basis agreed
to by the U.S. Government and the society.

One of the provisions of -thait decree of 1950 is that any user who
is dissatisfied with the rate quoted by ASCAP may, at the election of
the uber, go to the Federa-nl court and have the reasonableness of the
rate determined and have the court fix a reasonable rate.

Senator BRDImcE. I am trying to get the legal basis. I cannot go to
court on any other commercial transaction to say it is unreasonable or
reasonable.

What is the basis of getting jurisdiction ?
Mr. FINrELSTEIN. Of course, copyright gives the exclusive right, but

when you combine copyrights, you become subject to another law, the
-antitrust laws. And the courts, under the antitrust laws, may require
that the copyright owners agree that their rate shall be fixed by the
court in the event of disagreement.

In the case of music, collective action makes it possible to avoid all
these difficulties that you have had with the other industries; but in
doing that, you collide with the antitrust laws and must make some
arrangement where the public can be sure that the prices quoted by
this combination are reasonable.

Senator BnbDIcK. In other words, then, there is no question in your
mind that there could-be court review ?

Mr. FIN.KELSTEIN. None whatsoever.
Mr. CrANci}rIxo. Senator, I would like to make one thiin clear.

Mr. Finkelstein did say that we are each subject to consent decrees.
However, SESAC is -not subject to a consent decree. WVe are a small
operation, and in lieu of the Federal court's availability, we have
offered arbitration to the cable television operators in order to set a rea -
sonable fee.

Senator Bunrcxi. Well, eventually if' ;verything else fails, there is
access to the courts even in your cases.

Mr, CIANCIMINO. I suppose there would be if an action were brought
and the court does determine that we should come under the same type
of supervision-as ASCAP.

Senator BURDIOK. That is all.
Senator MCCLELtAN. Thank you very much.
[The statements referred to earlier follow:]
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STArENMENT OF AMERICAN SOCIETY OF COMPOSERS, AUTHORS, AND PUBLISHERS
(ASCAP), BROADCAST IMuslc, INC. (BMII), AND SESAC, INC. (SESAC) BEFORE
TIIE SUBCOMIZIITEE ON PATENTS, TRADEMARKS, AND COPYRIGHTS, SENATE
JUDICIARY CoImirTTEE Ox S. 1361

(August 1, 1973)

3Mr. Chairman, in accordance with the Committee's request, this statement is
being submitted jointly on behalf of the three American organihations which
make it possible for all users of musical works, including operators of cable
television systems (CATV) to obtain licenses to perform publicly in nondramatic
form, any musical composition required in their operations. These organizations-
the Amnerican Society of Composers, Authors and Publishers (ASCAP), Broad-
cast MIusic, Inc. (BMII) and SESAC, Inc. are well known to the Chairman and
members of this Committee. Each is filing a separate statement, but all three
join in this statement, following the suggestion of Counsel for this Committee,-
who has been most cooperative.

We shall briefly summarize the rea.sons supporting our position that there is
no need for a statutory license for the amusic embodied in these three repertories
because there is already adequate assurance of the availability of all music they
require at fair and nondiscrIminatory' prices; and that if any price control s'
necessary it should be determinedp by an impartial body-the courts or arbitra-
tion. As our respective supportiing statements indicate:

1. Miusic performed in nondramatic form is unique among copyrighted works
in that it is all available to everyone including CATV on a nonexclusive basis
% ithout any problems of clearance or complicated negotiations for individual
works. or fears of prices being arbitrary, unreasonable or discriminatory.

2. M1usic has been available to all users through this simple method of licensing
for decades.

3. The assurance that prices will be fair, reasonable and nondiscri.minatory is
a matter of public record. Inh the case of ASCA:?, it is embodied in a decree of the
Federal Court entered in 1950 on the consent of the United States Government
and ASCAP. The Federal Court is available to any user who questions the reason-
ablleness of rates quoted by ASCAP (including CATV). Several proceedings to
determine reasonable rates have been brought by broadcasters, wired music
operators and others. In fact plroceedings-to determine reasonable rates brought
by tne national broadcasting networks and by Mluzak operators and others are
pending at this time.

BMT and'SESAC, Inc. have tendered arbitration to the CATV representatives
and will continue to do so.

4. The distance of the station from which mutsic is picked up does not raise any
problems. lUnder the prevailing licensing system, all music is equally available to
C..TV whether it comes 2rom distant sources, from local sources, or even when
it is originated by the cable system itself.

5. The task of keeping records of uses and seeing that paymentsnare appor-
tioned among those -whose works are used is undertaken by the licersing organi-
zations; it does not present a problem to the OATV operator.

6. She music licensing organizations have met with representatives of the
cable televisibn industr) and hakve not had, any problem as to the method of
licensing and the availab.li:y of adi music used in nondramatic form to all ,CATV
operators for all purposes. Figlures requested by CATV to assist in reaching
agreement as to rates fir all their music were given to CATV by these organi-
zations several months ago. There is every reason to believe that agreement can
be reached with the CATS' industry as it has been with other industries, con-
sidering ll the safeguards available to OATV.

In coniclusion. we urge that there is no necessity for a compulsory, license for
nmslicalFworks if those works are available on the following basis:

(1) The works are part of a total repertory made available to cable television
iinder a single agreement without the requirement of separate negotiations for
ilndividual works or individual uses;

2() The works are available on a nonexclusive basis on fair and nondiscrimina-
tory terms;

(3) The agreement makes the works available for a substantial peri6d',ct
time;

(4 In. the event of dispute as to the reasonableness of the rates quoted; tihe
rates 'can be determined by resort to a United States District Court or to
arbitration.
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(5) Provision is made for payment to the licelsor for distribution to the
Ialrties entitled to the amounts collected-so. as to avoid any disputes between the
licensee and individual copyright owners.

As we have previously indicated, Section 111 could be framced so as to exempt
musical norks from a comlpulsory license if they are voluntarily madle available
on the foregoing basis; or it could specifically require that all musical works be
licensed to C(ATV for retransmission on the foregoing basis. If a work (loes n.Jt
meet these requirement.s, it could, o. course, be made subject to a compulsory
license on the same basis as other material.

In sunI,. the music licensing organizations have tendered licenses that meet all
problems of the CATV industry. These problems have been solved by a systenl
that inlsures a maximnm of availability and a minimuml (if accounting and
negotiation. Equal treatment of Ill is assured without preference to anyone. The
only iteln for discussion is price, aind if that cannot be agreed on there
is an impartial outside body-a- court or arbitratiol-available to insure
reasonableness.

It is reslectfully sublmiitted that when copyright owvners make their works
available to all users ;on a basis that insures reasonablehiess, there is no need for
a statutory licelsing systemn-a regulatory device that should be resorted to only
wlhen voluntary action fails to meet a publ)ic need.

Respectfully submitted.
SESAC, IXc.,
ALBE'I' F. CIANCIMINO,

Genera/l Consacl.
BnROADC.AST NIUSIC. INC.,
EDWARD oM. CiUAMER,

Pr.sidccnt.
AMERICAN' SocIETr OF COMPOSERS,

AUTIIORS AND PUBLISIIERS,
IIER9MAN FINKELSTEIN,

Geneorl Counsel.

AMIERICAN SOCIETY OF COMPOSEmIS, AUTIIORS AND PUBLISIIERS,
New York, N.Y., Julll 26, 1973.

IIon. JO1 N L. MICCLLLAN,
Chairnman, Subcommittee on Patcnts, Trade-.Marks, and. Copyrights, Conlt;ittce

on thc Judjciary, lia? ington, D.C.
DEAR MIR. CHAIRMANN: AS suggested by your Committee, a joint statemn;at is

being made on behalf- of all three music licensing organizations--the An.J rican
Society of Coniposers, Authors and Publishers (ASCAP), Broadcast Murilc. Inc.
and SESAC, Inc. with respect to the method of licensing music to cable te!evision.

ASCAP has already furnished thi's Committee with a statement of its posi-
tion in a letter dated January 14, 172:.(replying to a letter from MIr. Thoinas C.
Brennan, Counsel for the Commlf'ee) and in an accompanying statemeni.
Copies of that letter and stateme.. a re annexed and we respectfullg request
that. they be made a part of the record of this hiarlnig. What we said there with
respect to S. G44 is of equal application to S. 1361.

Tih me .lbers of the Anlerican Society of Composers, Authors alnd Publishers
alprlclate the opportunity to present their views on cable television to this
Commlittee.

Sincerely,
HERlMAN FINKELSTEIN,

GenerCal Coutn.¢l.
Enclosures.

AMERICAN SOCIETY OF COMtPOswRS, AUTIHORS AND PUnLI.rsERS,

C. BRENNAN, SQ New York, N.Y., Januaryl 1/, 1972.
Tnio~xAs C. BRnENNA, ESQ.
Chief Counscl, Senate Subcommittee on Patents, Tradc-Mlarkla, and Copyr'ights,

WIashington, D.C.
DEAR MIR. BRENNAN: I am pleased to enclose the comments of the American

Society of Composers, Authors antd Publishers concerning the contelt, of a modi-
fled Section 111 of S. 644 which you invited by your letterif December 15.1971.
We appreciate particularly having this opportunity to explain why music re-
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quires separate treatment in the cable section of the copyright bill, and have
devoted our comments principally to this area.

As the cable television industry has recegnized from the very outset music
does not present the licensing problems that exist with respect to other forms
of copyright materiaL'. Music does not pose questions of exclus, :e rights, nor are
music interests desirous of limiting the importation of remote signals or of giving
anyone an advantage over any competitor. Unlike other works, music is licensed
in bulk; there are no problems of innumerable negotiations for separate licenses
for each work or,each use. z.ver the problemi of price is solved by the opportu-
nity, if there are any disputes as to rates, to resort to a Federal Court as in the
case of ASCAP, or to arbitration in the case of the other licensing organizations.

We urge that there is no necessity for a compulsory license for musical works
if those works are available on the following bas'i.:

(1) The works are part of a total' repertory made available to cable tele-
vision under a single agreement without the requirement of separate negotia-
tions for individual works or individual uses;

(2) The works are available on a -non-exclusive basis on fair and non-dis-
criminatory terms;

(3) The agreement makes the works available for a substantial period of time;
(4. In the event of dispute as to the reasonableness-of the rates quoted, the

rates can be determined by resort to a United States District Court or to
arbitration.

(5 ) Provision is made for payment to the licensor for distribution to the parties
entitled to the amounts collected.so as to avoid any disputes between the licensee
and individual copyright owners.

To the extent that these provisions are met by an organization licensing
musical works to cable television, the.reasons for statutory regulation disappear.

Section 111 could be framed so as to exempt musical works from a compulsory
license ,f they are voluntarily mad. available on the foregoing basis; or it
could 'specifically require that all musical works ,be licensed to CATV for re-
tranismission on the foregoihg basis. Jf a work does'-,not meet these requirelments,
it could, of course, be ,made subject to a compulsory license on the same basis
as other material.

In its comments, ASCAP has also addressed briefly the other questions raised
by your letter of December 15. In sum, we feel that for cop.righted material
whilh -is subject to statutory licensing, a formula based on:-ihe-gross receipts
from 'all sources would be best. And we believe that small systems should pay
.opyright fees. These systems are operated for profit, and they .should pay sonime
kind. of fee, although, as is usual, the rates charged would take into account
their econ{oinic position.

For man.rs ears now the three music licensing organizations have stood ready
to lie, i. . ;cabie television industry. There is no dispute betwen the parties,
and tile cable industry has long recognized its 6bligation to 'pay royalties for the
use of iniisic.'The parties should noes be given a green light to seek voluntary
agre:ment.

Sincerely yours,
IIERIMAN F!RNKElSTEIN.

STATEMENT OF HERCMAN FNKRELSTEIN, GENERAL CduNSfI,I, A...kRCAI. S£CCIETY OF
Co.MPosERs. AUTHORS A.N) PUBLI'HR.s TO THE U.S. SENATE StUBCOMOMii-iEE ON
PATENTS,-TRADEYNARKS, AND COPYRIOHTS

(January 14, 1972)

Bly letter of December 1.5, 1971, Thomas C. Brennan. Chief Counsel of the Sen-
ate Subcommittee on Patents, Trade-Marks,%and Copyrights, invited the American
Society of Comjposers, Authors and Publishers (ASCAP) to su,mnit its-,conmments
on the forthcoming modification of Section 111 of -S8. 044, a bill fr the general
revision of the copyright laws. The letter, after pointing out that the Subcom-
minttee "'has already made certain determinations concerning the basic nature of
the erble television copyright provision," requests comment on (1). the basis to be
uerld in determining royalty rates; (2) the desirability.:of exemption on the basis
of size, and (3). "whether any particular-type of progriam material, such as
musIic or nrofessional andcollegiate sports, requires 'separate treatment'in the
cable section of tlie copyright bill."
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These comments on behalf of it.e 13,000 writer members and 4,000 publisher
memners of ASCAP will be devoted primarily to showing why Inusic requires
separate treatment.

Whereas other material used by CATV involves complicated problems of im-
portation of distant signals, the protection of exclusive grants of rights, and the
ipossibility of unfair competition between competing media-situations that re-
quired meetings among the CATV, broadcabting, and mot:on picture interests to
arrive at a compromise-music presents no such problems. In-fact, no one rep-
regenting musical interests -was- invited to attend those meetings although I
made it clear to the parties on many occasions that I was prepared to attend if
invited. The reason why music has not been a problem tG CATV is that long
before CATV came on the scene, the men and women who founded ASCAP in
1914 had devised a system for licensing the performance of musical works on a
basis that insured complete access by'all media on a- non-exclus!'e basis with-
out the necessity of separate negotiations for individual uses, a;.d without any
complicated records or accounting of uses. There is CoA.plete aisurance in ad-
vance that the user will have access to all musical works-fr6ho any source; there
is an assurance that the amount paid will be. distributed to the persons entitled-
to those sums; and there is an ast-france that the price charged will be reason-
able. In the case of ASCAP, as will be shown, any user, including CATV, may
apply to the federal court for determination of a fair rate if the parties canhof
agree.

Before commenting on the specific issues raised by- Mr. Brennan's letter, I
would like to describe ASCAP and the role it plays in the licensing of musical
compositions in the United States.

Under the ASCAP system,- a single agreement licenses the non-dramatic
performance of all- the musical works in its repertory. Such licenses have beeil
issued by ASCAP for many .ears to virtually all rad'o and television stations
in the United Stites to perform any or all of its members' works.

In licensing the performance of musical works, it is customary to base the
charge for a particular commercial user on the value of the n.usic to that user
'in relation to the amount paid by the public to that user. VWhl re several users
benefit from a single performance, each pays in proportion to its receipts. For
ex.lmple, ill a professional football game, muisic performed during lialf-time
is -viewed and heard by those in- the stadium. At the same time, it may be
carried by local radio and television stations in -the city of one or both of the
participating teams, and may even be broadcast on a national television net-
work. It may also be retransmitted by one'or more cable systems. At the present
time, the professional football organization pays for the music used in ehter-
tainitg the fans in the stadium during half-timiie; andthe local stations, how-
ever small, and the national television network payi on the basis of the music's
value to them in attracting audiences -for their respective advertisers. The

-cable systems should pay. on the basis of the value of the music to the
particular CAT'V system. This will be discussed in more detail later.

Unlike otlei copyrighted material for which separate negotiations are neces-
sary, in the case of music the rates paid by the broadcasting industry are
reached by negotiation of a single agreement between ASAP and an sociation
representing the industry or the entity or entities seeking i+s lie.&se. There
is also a mechanism to ensure that ASCAP's rates are fair and reasofiable.
In 1950, ASCAP agreed that tihe public inaterest would be served by having
a neutral body available to determine the reasonableness of ASCAP!s rates
for the use of its music. That polLcy was. embodied in a Consent Decree entered
inlto between the United States (.;sernniint an( ASCAP, providing that any user
who questioned the reasonableness of ASCAP's rates could have the rates
reviewed by a United States Court. Since then, the broadcasting industry
has resorted to the Court on many occasions; and Iroceedings are, in fact, now
pending between television networks- and ASCAP and between wired music
services and-ASCAP to determine vhat is a reasonable rate. If in the future
ASCAP alnd the cable 'televisi6ii industry are unable to agree on reasonable
rates, ithe industry can, Ike Ill otlir users, bring ¢'.i dispute to the Court
for its determination.

There are two 6ther organiziations in the United States for the licensing of
non.damatic-performances of music. One is Bioadcast- Music, Inc. (BMI), which
offers to submit anyqrilestion of reasonableness to arbitration. The third and
simll.lest organization is SF3SA.C, Inc.. which-is also willinig to submit the reason-
ableness of Its rates to arbitration. Thus, all-the music used on radio and tele-
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vision is covered by the licenses of only three organizations. The same ease of
licensing is ncw available to'CATV.

ASCAP albso provides a mechanism for the fair distribution among its members
of the copyright ro.alties it collects. For most active music writers, their share
in these royalties is their basic livcilhood. The essential rules governing ASCAP's
distribution process are prescribed by the Consent Decree entered into by
the United States Government and ASCAP. Both BMI and SESAC also lhaie
distribution mechanisms.

None of tile problems that S. 644's system of statutory licensing is designed
to meet is present in the case of music. First, there is complete access to music
by any cable system regardless of who else may be licensed in the same area.
Compare music with motion pictures or other types of copyrighted material
licensed on an individual basis. Unlike music, the latter material is licensed
on apl exclusive basis in a particular area. It will presumably be licensed to
the highest bidder. If it is licensed to a particular television station in a market,
it is not licensed to another station or to a cable system for origination at least
for many years. Conversely, if it is licensel to a cable system. it will not- be made
available to a television station in the sacne market for many years. No one canl
perform a ;notioni picture unless she has s'ecured the original tilm.from the pro-
ducer or has access to a television broadcast. MIusical compositions, on the other
hand, are equally and immediately available to all television and radio stations
and all cable systems.'Recordings and sheet music may be bought in the open
market by any station or CATV operator. One cannot preempt another's use of
mnusic; nor may one would-be user of music be bargained off against another to
see which will pay the higher price.

Second, there is no problem of clearance. ASCAP receives from its members
the authority to grant, on a non-exclusive basis, the right to perform their works
publicly for profit in non-dramatic form. Once a cable system has an ASCAP
license to retransmit ASCAP's music, it has full clearance to do so.

Third, there need be no fear that cable systems will have to pay an excessive
amount-to ASCAP for its license. As I have described. ASOCAP has a system for
licensing music that provides all who seek a license an opportunity to secure a
judicial determination of the reasonableness of the preferred rate. This system
has been in existence for more than twenty years and has proven its worth.

Fourth, there is no need to establish a statutory mechanism for the distri-
lbution of the royalties collected by ASCAP. It already has a sound and effective
mechanism, one that is now embodied in a Consent Decree.

,Iuisic of the other two orgsnizations il available on substantially the same
basis.

There is no necessity for a statutory system of licensing nmusic whichl is made
available to cable systems under the foregoing conditions. A system of voluntary
.agreement is preferable to a statutory system if the necessary safeguards are
present. It permits the parties in seeking agreement to take into account the
conditions existing at the time of negotiation and the peculiar 'acts that apply
to the particular works and uses which are then under consideration. A statutory
rate, in- contrast, c:n at best reflect only the conditions existing at the time thle
statute was enacted; it cannot take into consideration the unique factors applica-
ble to the works involved-that is, their general availability to cable, the basis
on which they are made available to television stations and networks, and the
nmany other factors that influence terms and price. These conditions can vary
from time to time and in innumerable ways. With judicial determination or arbi-
tration to resolve disputes as to price, there is full assurance that a party cannot
misuse negotiations to refrain from agreement and that a fee or schedule of
fees will ultimately be fixed.

The cable people recognize that there is no problem with music for which a
statutory method of licensing is necessary.

ASCAP has offered to grant the industr, a license to use Its repertory without
restriction as to the source of performance-that is, whether performances are
originated by distant radio and television stations, are originated by local radio
and television stations, are recorded on commercial phonograph records or
motion pictures, or are originated by the cable television operator. There is no
dispute between ASCAP and the cable industry with regard to access to its
repertory and the opportunity to retransmit on cable any musical work in that
repertory. Cable television operators have conceded that they should pay for the
retransmission of copyrighted musical works, and ASCAP concedes that they
should have an unlimited right to make such retransmissions.
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Thus far we have been discussing television and CATV. There is another aspect
of CATV which does not relate to other program material (such as motion pic-
tures) and deals almost entirely with music. I refer to the retransmission of
radio signals. The primary fare of radio, as I have indicated, is music, and most
of it is performed by the playing of phonograph records. A cable operator may
provide a music channel by playing phonograph records, much as a radio station
does. If he does so, he will be acting as an originator and would require an
ASCAP license in any event. A cable operator who instead establishes music
channels by retransmitting radio stations that carry the kind of music he wants
for his channels should not be permitted thereby to escape the same obligation
to pay the same fair share of the amounts paid by the public for the enjoyment
of copyrighted music that would be paid by the radio broadcaster.

In choosing the radio station to be picked up, CATV will select the stations
playing the best music and having the smallest number of interruptions for com-
mercial messages, if any. Unlike motion pictures, the smallest station can afford
to play the best music. It is all available to it. If payment by CATV is not related
to all sums received by the public,, the author of the works used will be denied
a fair return for his work.

We turn now to the question of "whether royalty rates should be determined
by a siLgle graduated formula of a percentage of the gross receipts paid by sub-
scribers for the basic service of providing secondary transmissions, or whether
the -formula should provide a basic rate for carriage of local signals, with an
additional charge related to the number of distant signals carried by a particular
system." To the extent that certain material may require compulsory licensing,
the best formula would be one that provides for payment of a percentage of the
gross receipts from all sources. ASCAP is mindful that a number of significant
studies (for example, the-report released in December, 1971 by the Sloan Commis-
sion on Cable Communications) have predicted that by the end of the 1970's,
between 40 and 60 percent of the nation's television viewing population will be
on the cable. If this is so, cable may acquire an importance now undreamed of,
and sources of income attributable to the copyrighted material supplied by broad-
casting which mav be far greater than amounts received from subscribers.

We turn now to the question of whether "it is desirable to exempt a com-
mercial enterprise from the payment of colpyright fees exclusively on the ,bas.is
of size".

The November, 1971 "compromnise" reached by the broadcasting industry. the
cable industry, and certain copyright owners (as set forth in Broades.tilng
Magazine, Novenm'or 8, 1971, pages 16-17) states that the parties support legis-
]ation that establishes "liability to copyright, including the obligation to resl,ect
valid exclusivity agreements.... for all CATV carriage of all radio and tele-
vision broadcast signals except carriage by indepeldlently owned systems now
in existence with fewer than 3,500 subscriiers". Incidentally ASCAP first
learned of this compromise from the trade press.

ASCAP feels that independently owned cable systems with less than 3,500
subscribers' do not require an exemption. Small cable s.s:etnes like large ones
slloull p:y reasonable fees for the use of copyrighted material. The rates will,
of course, take their respective economic positions into consideration. There
are many such systems in the United States today. They serve an imlportantt
function by making a full comnplement of television signals available to r;r.nll
areas anld to smnall towIns that are poorly served by over-the-air television. Biut
these small systems are also commercial enterprises that operate at a pIrofit,
and there is no warrant for asking in effect that colyright owners subsidize
them. Small radio and television stations pay for the use of music. Music
enhances the value of cable to suLbs4ribers, and all cable s..s tems should pay a
ratable portion of their receipts for the use of copyrighted mlusic. If the rates
are reasonable and all systems are treated in a non-discriminatory wal, there
can be no unfairness.

STATEMENT OF BROADCAST MIUSIC, INC. (BMI) BEFORE TIIFE S.ENATI' JUI)ICIArY
COXMIT'rTEE ON S. 1361

(August 1, 1973)

BAlI welcomes this opportunity to express its views concerning cable tele-
vision. We have chosen to limit our c( mments to tihe licensing of copyrighted
music, an area in which BMII, which represents thle largest mnmnluer of writers
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and publishers of any music performing rights licenising organization in the
world, has been active over the last 33 years.

It is BMI's losition that the licensing of music-should be treated ~differently
from the licensing of coliyrighted Wionks which involve such problems as clear-
ance and exclusivity, factors which are wholly absent from music licensing.

Among the points made herein are:
I. The-reasons given by CATV operators for special copyright consideration

have no applicatioin whatsoever to music licensing
II. Direct negotiation between music licensing organizations and the cable

industry will more efficiently assure availability of and- fair payment for the use
of lmusic than any statutory regulation.

A method of licensing music which- meets all of the problems of CATV oper-
ators has evolved throug' out the world over the course of almost a century.
To see how this s.i;tem functions we should look at the position of tile television
brooidcasting stations, the primary transmitters of the performances which the
CAqTV operators. wish to retransmit.

Broadcasters have contracts with three performing rights organizations:
Biroadcast Music, Inc. (B.II), The American Society of Composers, Authors and
Publishers (ASCAIP), and Sesac, Inc. These three organizations, through their
contracts with many thousands of writers and publishers -aid with sister per-
forming rights organizations throughout the world, make available to broad-
casters the entire repertory to which access is desired by the broadcasting sta-
tions. Under these licenses, ywhich run for terms of years, the station may
perform any composition in these repertories at any time and by any method
that the broadcaster desires-live, recorded, or embodied in films. Payments
in accordance Pith the licenses are made to the organizations involved, which
in turn make royalty distributions to their affiblated writers and publishers.

We stand ready to make similar licensing available on non-discriminatory
terms to every operator of a CATV system. Let us see what the availability of
such licenses' does to the only reasons given by the CATV operators for special
copyright treatment.

CATV bases its claim to special treatment upon problems of exclusivity,.clear-
ance, the restriction of licensing for competitive reasons and an unfounded fear
that CATV systems may be required to pay unreasonable copyright fees. None
of the.e problems exist in the field of musical performing rights, where the-li-
censing organizations have eliminated every claim which has been raised by
CATV operators. In addition, B3II and its competitors indemnify broadcasters
against any copyright liability deriving from the use of their repertories and offer
an established procedure for the distribution of royalties.

(a) Exclusivity is not a factor. The rights granted by BMI- and its competitors
to broadcasters and all other users of music are non-exclusive. Any number of
users may simultaneously perform a musical work at the same time. This applies
whether the music is live, recorded or filmed. It will clarify the point to consider
a broadcaster who is interested in presenting a hit film, "Mary Poppins", to his
viewers. EIe will be concerned, and rightly so, that his screening will be the
only one in the region in his chosen time period. lie will want assurances that
his local competition will not be showing the same film, and that it will not be
beamed in from some distant point. That same broadcaster, however, will face
no such problems % ith the individual songs from "Mary Poppins". BMII licenses
permit simultaneous perfornances of these tunes in any number of different out-
lets-radio. television, night clubs,. via background music services and by other
-users-to the detriment of none. Therein lies a basic difference in the handling
of these copyrighted properties.

(b) Clearance is not a factor. Virtually all of-the 27,000 domestic users of BMII
music have elected blanket licenses under which they can perform any number
of compositions contained in the B3II repertory any number of times, at their
discretiotm Thus, the need to obtain permission or clearance for individual selec-
tions or uses is eliminated.

(c) BMII and the other performing rights organizations have no incentive
to restrict the availability of their repertories to any CATV system. The sole
function of BMII is to collect copyright fees from as many customers as possible
and to distribute these fees to copyright proprietors.

(d) There is no possibility that unreasonable fees will be exacted. BNMI has
relpatedly expressed its willingness to arbitrate the amount of its fees if nego-
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tiations prove fruitless. As explained more fully below, B3II is willing to have
a requirement for the arbitration of the fees for the retransmission of composi-
tions in its repertory imposed by statute.

(e) In the field of music licensing, procedures for the distribution of royalties
among individual copyright owners have long been in effect. We believe that it
would be improper in principle and unworkable in operation to impose upon the
Register of Copyrights the duty of dividing payments for all classes of .:opy-
righted works among many thousands of individual copyright owners when the
machinery for such distribution already exists. BMII las alhays assumed full
responsibility for distributing the fees received by it to its affiliated writers and
publishers.

What the CATV systems want is the right to retransmit musical material
picked up from broadcasting stations. We stand ready to give them the same
rights that those stations :lave in that same material. This should satisfy all of
the needs of the CATV operators.

II.

BlI1 seeks less rather than more regulation with respect to the use of copy-
righted material by the burgeoning cable industry. It seems obvious to us that tlie
best soltulon, not only for authors and publishers, but for CATV, is for CATV
systems to have access to the musical repertories for all purposes, both retrans-
mission and origination. on a fair basis. That solution begins N ith a very simple
step-negotiation marked by fairmindedness and good will on the part of all
participants.

BMII believes that it can.,successfully negotiate fair, voluntary agreements
with CATV operators on a nondiscriminatory basis. It is a fundamental concept
of the American free enterprise system that the fairest and most successful
method of arriving at a reasonable agreement is negotiation between the parties.
A departure from that tradition is not warranted with respect to the performance
of music. BMI is certain that serious negotiations between music licensing orga-
nizations and CATV operators would be productive.

All performing rights organizations have sought .to cconclude negotiations.
They have tendered court fixation or arbitration of rates of CATV operators. BMII
reiterates its offer to submit the issues involved to binding arbitration if nego-
tiation does not prove fruitful. BMI is willing and, indeed. is required by con-
sent decree, to tender nondiscriminatory licenses to all music users. It is willing
to tender CATV such licenses in form similar to that which has Iaeen acceptable
to all other classes of music users.

BMII would be willing to have a requirement imposed upon it for the com-
pulsory arbitration of the fees .,r the retransmission of the compositions in its
repertory. A statutory provision for such arbitration, as opposed to the present
proposals of the copyright revision bill, could be limited to the music performing
rights organizations who are certified by the Register of Copyrights as having
their repertories substantially performed by the broadcasters who constitute the
primary transmitters in the United States. Indeed, BMI is ready to permit CATV
systems to utilize the music licensed by it during any period of negotiation or
arbitration.

In summary, BMII believes that the drastic remedies of statutory fixation of
compulsory license rates, c.apled with bulk payment to a government official for
distribution to the individual copyright proprietors of all classes of copyrighted
works is unnecessary and inappropriate insofar as the licensing of music is
concerned.

The problem of payment for musical compositions utilized by CATV is not an
inter-industrial conflict; it is a problem of livelihood for thousands of creative
writers, the encouragement of whose activity has been constitutionally recognized
as essential to the public interest. These writers are solely motivated by the desire
to cooperate to the utmost with any user of their works who is ready to compen-
sate them fairly.

COsMMENTS OF BROADCAST MUSIC, INC., TO THE SUBCOMIXIITTEE ON PATENST, TRADE-
MARIKS AND COPYRIOIITS OF THE JUDICIARY COMMITTEE OF TIIE U.S. SENATE

(January 20, 1972)

Broadcast Music, Inc. (BMII) welcomes the opportunity to respond to the let-
ter of Thomas C. Brennan. Esq., Chief Counsel, dated December 16, 1971. It Will
concentrate its comments on "whether any particular type of program material,



392

such as music or professional and collegiate sports, requires separate treatment
in the cable section of the copyright bill."

BMI is a music performing rights licensing organization. Our copyright law
specifically provides for the protection of the right publicly to perform music
for profit and it is only through BMI and organizations similar to it that this
riglit can successfully be implemented. BMI's sole function is to license to music
users of every class -and type the right to give non-dramatic public performances
of copyrighted musical compositions for profit. Affiliated with BMII are approxi-
mately 25,000 composers and lyr;cists and approximately 9,000 publishers. These
are all wholly independent. They convey to BMI no rights in their musical
compositions, other than the performing right.

In addition to making available to music users all the works of its affiliated
writers and publishers, BMI, through reciprocal contracts with more than thirty
foreign performing rights organizations, makes similarly available music of
the rest of the world. Almost without exception, all of BMI's licenses to-.Ip-
proxilmately 27,000 music users in the United States are non-exclusive "blanket"
licenses wvhich permit the licensee to perform the entire repertory ¢f BMII with-
out individual clearance or permission. BMII divides all of the money it collects,
except for ils expenses and necessary reserves, among the writers and pub-
lishers whose works-it represents.

The licensing of the right to perform non-dramatic musical compositions pub-
licly for profit is unique. Section 111 of S. 644 was designed to meet certain spe-
cific problems which CATV operators feared would restrain the proper gro Nth in
the public interest of CATV systems. All of these problems have been solved by a
system of licensing which has, for decades, operated, not only in the United States,
but all over the world and which serves the needs of all of the industries which
utilize musical performances for profit. No other system than the one which has
beetl so patiently evolved can properly meet the true needs both of the writers
and publishers of music and of CATV operators.

The questions which the CATV owners raised and which are inapplicable to
music licensing are:

1. Unlike every other type of program material, no problems of exclusive
rights are involved in music licensing. The rights granted to all users of music
by BMI and its competitors are non-exclusive, whether the music is live, recorded
or filmed. Every user in every market may simultaneously perform the same com-
position. Whereas a film may be licenses to only one station or one CATV operator
in a market, music licenses permit performance of a musical composition on
any number of different outlets-radio, television, night clubs, background music
services and other users, to the detriment of none. To give an example of how
this operates, only one person in a community may have the right to show the
film "BORN FREE." The musical composition "BORN FREE," which is incor,
pranted in the picture, may, however, be performed by every establishment that
uses music, from skating rink to television station. This crucial and basic dif-
erence is alone enough to require the separate treatment of music licensing.

2. CATV operators expressed fears about the complexity of clearing each indi-
vidual musical composition or perfo:...ance. This problem does not exist in
music licensing. Virtually all of the 27,000 users of BMI music (and this is
equally true of its two competitors) have voluntarily elected blanket licenses
under which they can perform all of the musical compositions in the BMI reper-
tory at any time and by all means without the need of separate or individual
permissions or clearances.

3. CATV operators expressed the fear that their right to'disseminate programs
would be limited by a restriction of such right for competitive reasons. No pos-
sibility of such restriction exists in the music licensing field. BMI and its com-
petitors are organized and exist only for the purpose of licensing performing
rights on a non-discriminatory basis to as many customers as possible. This is
BMI's sole function and its sole economic interest. It acts on behalf of approxi-
mately 25,000 composers and lyricists and 9,000 music publishers whose only
interest is to collect reasonable fees from as many people as possible.

4. CATV operators have expressed concern with respect to the difficult prob-
lem of distributing royalties among individual copyright owners. No such prob-
lem exists in inisl licensing. BMI and its two competitors take full responsi-
bilit.y for distribr- the fees they collect among the individual writers and
publishers involve :he broadcasting industry, for instance, makes payment to
three organizations and has no problems with respect to further distribution.

5. There is no. risk that unreasonable fees will be exacted. BMrI's position has
been and is that, if negotiation does not result in voluntary agreement, it will
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leave the determination of the fee to binding, dispassionate arbitration. One of
its two competitors, the American Society of Composers, Authors and Publishers
(ASCAP) arrives at the same result through fixation of fees by the Federal Court.
Tlhe other, Sesac, Inc., has similarly expressed willingness to arbitrate.

BMI speaks for no insubstantial interests. The music it !icenses is a hand-
maiden to almost all television programs and it constitutes the major focut.
of interest of much television programming. When it comes, however, to the per-
formance of music- by radio (apparently with no restrictions of any kind on the
extent of retransanission of programs from radio stations) it must be kept .in
mind that the overwhelming bulk of radio programming consists of the pler-
formance of music. Music licensed by BMI occupies a major role in all musical
programming. The music licensing organizations should justly be considered to
be in the forefront of "copyright owners."

BMI is, moreover, crucially important in the furtherance of the basic na-
tional interest in encouraging and maintaining the flow of music. Payment from
performing rights constitutes the bulk of the income-of most composers, lyricists
and music publishers. Almost 90% of this income is derived from broadcasting.
The basic theory of the copyright law, founded on the Constitution itself, is that
the function of copyright is to promote the progress of art by the establishment
and protection of the rights o- authors. This right has always been imple-
mented by the payment to authors of a proportion of the amounts received by
commercial enterprises which use copyrighted wvorks in public performance. The
fee is traditionally arrived at by arms-length bargaining. In the case of music
licensing there is ultimate recourse to arbitration or (in the case of ASCAP)
court fixation of fees, where voluntary bargaining fails.

We cannot empasize too strongly how satisfactorily this system of licensing
the performance for profit of nondramatic musical compositions has worked.
Broadcasters who have licenses from the three established United States li-
censing organizations have for decades been unharassed by any claim by others.
"hey use music without hindrance to satisfy the varying tastes of American
a,_diences. They have available to them not only the music of the United States
but, through reciprocal agreements between U.S. performing rights licensors and
performing rights organizations in other countries, all the music of the world.
It should be noted that in other countries of the world CATV is presently in-
cluded ;in this system of licensing and is treated in precisely the same way as
broadcasting. A system that works with such simplicity and effectiveness should
not be destroyed without preponderating necessity.

As we have indicated, the expressed fears of CATV operators have no exist-
ence in music licensing and including such licensing in a system designed to
deal with the wholly different problems involved in the licensing of other
programmatic material is without justification. We must also add that music
is no less entitled to special treatment than sports evdnts.

The compromise proposal put forward by 'Mr. Whitehead and accepted, with
some reservations, by the National Cable Television Association (NCTA), the
National Association of Broadcasters (NAB) and a group of motion picture
producers states:

"Unless a schedule of fees covering the compulsory licenses or some other
payment mechanism can be agreed upon between the copyright owners and the
CATV owners in time for inclusion in the newv copyright statute, the legislation
would simply provide for compulsory arbitration, failing private agreement on
copyright fees."

We accept this principle.
The first step in implementing sucn a proposal would obviously be negotiation.

Unbelievable as it may seem, there has been no negotiation with the music
licensors. BMI was not a party to the compromise agreement. It knows the
terms of such agreement only from the trade papers. No one spoke for the music
used so largely in television and so predominantly in radio. Since the basic quid
pro quo of the compromise relates to exclusivity, no Iart of that consideration
extends to the writers and publishers of music. The music licensors are left out in
the cold.

BMI has long sought to negotiate with the NCTA. We reiterate in the strongest
terms our willingness and desire to negotiate in the utmost good faith with
CATV owners. We are confident that, if good faith prevails, a satisfactory vol-
untary agreement will result. Such an agreement, clearing the decks for the
unrestricted use of our musical repertory under a single license on reasonable
terms, for all purposes, in till manners, and by all means of dissemination uti-
lized by CATV is what the public interest to be served by the CATV industry re-
quires no less desperately than do the writers and publishers of music.
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The acceptabil:ty of arbitration has been widely supported. Moreover, both
the 1970 Rand Memorandum and the recent Sloan Commission Report recognizes
the availability of the blanket music licensing system of the music performing
rights organizations as a means of sohling some of the problems involved in
copyright licensing.

We stand ready to make our Irepertory available to CATV systems in the
same way as it is made available to every other class of music users, including
broadcasters. We are willing that the CATV systems should have full rights to
our repertory under a single license and on a non-discriluinoatory, non-exelusive
basis for every type of use. We stand-ready to negotiate and, failing negotiation,
to have the fees determined by-dispassionate arbitration. We are ready to offer
such licenses for a reasonable terni and on payment of a reasonable percentage
of the gross receipts of the CATV system. We will not require individual
clearance of specific works or performances of works.

If the CATV operators do not implement negotiation or arbitration on such
a basis, we will accept legislation which provides for compulsory arbitration of
all retransmissions. Such statutoiy compulsory arbitration could be made oper-
ative only with respect to performing rights organizations certified by the
Register of Copyrights as being primarily engaged in the licensing of copyrights
music substantially performed by United States broadcasters. tIh primary
transmitters.

The necessity for special treatment of music renders inapposite extended com-
ment on the other two questions raised in IMr. Brennan's letter.

Clearly, however, we do not favor the exemption of CATV systems having
fewer than a stated number of subscribers. The persons who utilize music pub-
licly for profit should pay a reasonable fee. The accumulation of payments from
a substantial number of sniall-operators results in necessary and deserved comn-
pensation for the creators of musical works. Fixing compensation by a percentage
of gross recipients prevents such payments from being burdensome to smaller
commercial operators.

With respect to the question of "whether royalty rates should be determined
by a single graduated formula of a percentage of the gross reecipts paid by sub-
scribers for the basic service of providing secondary transmissions or whether
the formula should provide a basic rate for carriage of local bignals, with an ad-
ditional charge related to the number of distant signals carried by a particular
system," we emphasize that the method of music licensing that we put forward
requies payments of a percentage of the gross receipts of the CATV system from
all sources covered by our license.

Even since section 111 was formulated, CATV systems have become more so-
phisticated in their origination of programs, choice of programs, carriage of dis-
tant signals over the air by a variety of technical means, number of channels
available, carriage of advertising, interconnection of systems, pay TV, ultimate
availability of satellites and in other respects. No one can foretell from what
source any individual CATV system will derive important income. We feel that
the music licensing organization:. can achieve a reasonable rate of payment
only by arms-length negotiation or, failing this, by arbitration or court fixation
which permits the'basing of fees on all applicable income.

Not only is the position we advance essential for the support of the writers
and publishers of music, but it is in the best long-range interest of CATV, which
should have the same unlimited access to the music of the world as is enjoyed
by every other type of music user. The music performing rights licensing sys-
tem which is operative all over the world functions with extraordinary efficiency
in the public interest. It obviates every problem which the CATV' operators have
raised as a possible limitation on the growth of their industry. It exposes the
CATV operators to no unreasonable fees, but only to such fees as, in the absence
of agreement, are impartially determined. To discard such a system in the ab-
sence of any existing need or grievance- would, indeed, be to throw the baby
out with the bath water.

SESAC Ixc.,
Newo York, N.Y., July 25, 1973.

THOMAS C. BRENNAN,
hiMef Counsel,

Old Senate O0ffie Building,
Washington, D. C.

DFAR ToM: In addition to the joint statement of ASCAP, BMI and SESAC
being presented on August 1st on the cable television matter, it was agreed that



our organization could submit an additional stateme:.. I am therefore enclosing
15 copies of my statement to you of January 12, 1972 which I would like to have
made part of this Sub-Committee's record.

Sincerely,
SESAC INc.
ALBERT F. CIANCIMINO,

Counsel.
Enclosure.

STATEMENT OF SESAC INC. TnnROUGoi ALBERT F. CIANCIMnINO, COUNSEL, TO THE
UNITED STATES SENATE SUB-COMMITTEE ON PATENTS, TIrDEMARKCS AND COPY-
RIGHTS

By letter dated December 15, 1971 Thomas C. Brennal, Chief Counsel to the
Sub-Committee on Patents, Trademarks and Copyrights, Invited SESAC to com-
ment on the content of modified Section 111. 'More specifically, three issues were
referred to us in Mr. Brennan's letter fo;r comment. I i ould like to treat each of
these items in the inverse order in which they were listed in Mr. Brennan's letter.

I. WIIETHER ANY PARTICULLAR TYPE OF PROGORAL 3iATERIAL SUCH As fMUSIC OR PRO-
FESSIONAL AND COLLEGIATE SPORTS REQUIRE SEPARATE TREATMENT IN TIIE CABLE
SECTION OF THIIE COPYRIGHT BILL

As the second oldest, but smallest of the three major performance licensing
organizations in the United States, SESAC has, during its more than 40 years
existence, successfully negotiated voluntary licensing agreements with virtually
every radio and television station in the United States, with thousands of hotels,
nightclubs, cabarets, as well as with other users of music such as professional
football and baseball teams. We have, in-cach instance, made available to such
music user a repertory of more than 120,000 copyrighted musical compositions for
use.on a non-excluslve, non-discriminatory basis in return for an annual licen.e
fee which has been accepted by virtually every.music user as reasonable.

There has thus far been little need for resort tb an individual tribunal to re-
solve disputes arising out of SESAC's-rate schedules. IIowever, SESAC has gone
on record, both before the Whitehead Commission and this Senate Sub-Com-
mittee, as being willing to accept a system for compulsory arbitration in the
event that cable television o .Actors and SESAC cannot reach a private agree-
ment.

Without belaboring a point which has often been made in the past, I believe
it should be clear to all concerned that vis-a-vis the music copyright proprietor the
cable television industry does not have any of the fundamental problems which
have existed between the cable television industry and other types of copy-
right proprietors such as motion picture owners and broadcasters. We do not
create difficulties with the cable television operator on such issues as exclusivity,
availability and distribution of monies collected. I believe that the perforning
rights industry has also met any anxieties on the part of Congress concerning
the possibility of unreasonable rates being demanded of the cable television in-
dustry by our willingness, in the case of SESAC and BMI, to submit to com-
pulsory arbitration and; in the' case of ASCAP, to resort to the Courts of the
Southern District of New York in accordance with their consent decree.

It is for these reasons that SESAC strongly urges this Sub-Committee to
provide for separate treatment in S. 644 for the licensing of cable operators to
carry non-dramatic performances of copyrighted musical works on secondary
transmissions. A compulsory license for the use of non-dramatic musical complosi-
tions is necessary only in the event that cable operators do not have available to
them a determination by an impartial tribunal in the absence of a mutually
agreed-upon rate.

TI. EXEMPTION OF SMALL CABLE SYSTEMS

The second issue on which our comment has been invited is whether or not
there should be an exemption from copyright payments of independently-omned
cable systems having fewer than 3,500 subscribers. SESAC can see no justi-
fication whatsoever for such an exemption. There seems to be no valid reason
why a distinction should be made in the area of public performance of copy-
righted music for profit between a small and a large cable system. The fact that
smaller systems may not be making as much profit as larger systems will un-
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doubtedly be reflected by a smaller copyright payment to music copyright pro-
prietors should some rate system based upon a percentage of income be adopted.
It certainly appears to 'be self-evident that secondary transmissions by smaller
systems are, in substance and form, identical to secondary transmissions by
larger systems in context of the theory of licensing public performances for
profit in both the Copyright Law of 1909 and, thus far, the proposed new Re-
vision Bill S. 44.

II. FORMULA. FOR A STATUTORY RATE

SESAC has been the only one of the three major licensing organizations not
to charge radio and television stations on the basis of a percentage of their gross
receipts. SESAC's rates in the area of television are based in the main on the
television station's advertising rate and the population of the market area served
by the station. In the area of radio licensing, SESAC's annual fees are based
upon factors which reflect the radio station's profit potential. These factors are
the station's location, the size of the community served, the hours of operation,
the advertising rates and, most important of all, the power classification of the
station. In order to promote uniformity in the area of licensing cable television,
SESAC has advised representatives of the cable television industry that it will
accept a formula based upon a percentage rate as opposed to a flat fee rate.

SESAC favors the principle of compulsory arbitration failing private agreement
on copyright fees for music. SESAC does not favor the principle of compulsory
licensing. SESAC is of the opinion that the availability of compulsory arbitra-
tion will insure the negotiation of a fair and reasonable rate for the use of music.
Such a rate should be predicated upon a percentage of all revenue received by a
cable system and not solely upon subscriber income.

The flexibility and acceptability of a voluntary schedule of fees rather than
statutory rates, is I believe, quite apparent. However, should there be a stat-
utory rate formula in S, 644 applicable to non-music copyright proprietors, it is
suggested that such a formula should provide for a percentage of the gross income
of all revenues received by the cable system. As to the two alternatives set forth
in 3r. Brennan's letter of December 15, 1971 it would appear that the first al-
ternative of a percentage of d single graduated formula wins by default. I fail
to see the justification of making additional charges for the number of distant
signals carried by a particular system without regard to qualitative content of
the signal or the profit potential caused by importing such signal. By taking a
lercentage of all revenues derived by the cable system, it would seem that all
factors are considered, including the number of distant signals carried. Pre-
sunmably a system carrying an abundance of distant signals would be more at-
tractive to the consumer and therefore result in greater revenue to the sy.stem
and thus a higher copyright fee.

In conclusion. SESAC feels that music should most certainly be treated
separately from other types of program material. With the safeguard of com-
pulsory arbitration, all that is truly necessary in S 644 would be a statutory
provision for such compulsory arbitration in the absence of a voluntary negoti-
ation of rate by and between the cable system and the music copyright proprietor.
Payment of royalties for the use of music should be made directly to the licensor
of the performing rights. Only in this manner, will the Senate allow for the
economic, streamlined method of making available substantial repertories to the
cable industry for any and all type of use, i.e., both secondary transmissions and
the origination of programing by the cable system. A compulsory license in the
statute dealing with secondary transmissions will not solve the issue of licensing
primary transmissions on the part of the cable system. We submit that a com-
pletely voluntary negotiation between industries backed up by compulsory arbi-
tration is the solution.

Respectfully submitted.
ALBERT F. CIANCIMINO,

Couftlel, SESAC Itc.

Mr. BRtENs.AN. Tile .National Cable Television Association has been
allocated 40 minutes.

Would you identify yourself for the record?
Mr. FosTR. Mr. Chairman, my name is David Foster. I am presi-

dent of the National Cable Television Association. On my immediate
right here is Mr. Stuart Feldstein, who is general counsel of the asso-
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ciation. On his right is Dr. Bridger MIitchell, an economist who will be
presenting some testimony regarding the economic facts surrounding
the livelihood Jf the cable television industry. And on my left is Mr.
George Barco, who will give the third segment of our testimony. Mr.
Barco is a cable system operator and a distinguished member of the
Pennsylvania Bar. W1e felt that it was most important at this time to
let you have the viewpoint of an actual cable television operator, some-
one who is facing the economic facts of our industry.

Senator AICCLELL.AN. Who is the gentleman immediately on your
righllt.

Mfr. FOSTER. Mlr. Stuart Feldstein is NCTA's general counsel. He
will not be making a presentation but will be available to answer ques-
tions.

MIr. Chairman. I have submitted a rather lengthy statement, which
I would like to include in the recotl. I will not read this statement
at-this-time, but rather will speak to some of the points that have been
raised by the prior presentations.

Senator kMCCLELI.AN. You want all of these submitted ? They are ex-
tensive statements.

Mr. FOsTER. Yes.
Senator 1MCCLELTLN. Very well.
They may be received and made a part of the record. You have 40

minutes. If we have any questions, we will try to do that on our time.
We want to give you the opportunity to make your presentation here,
but we want to move along, to expedite it.

Proceed.

STATEMENT OF DAVID FOSTER, PRESIDENT, NATIONAL CABLE
TELEVISION ASSOCIATION; ACCOMPANIED BY DR. BRIDGER
MITCHELL, ECONOMIST; GEORGE J. BARCO, COUNSEL, PENNSYL-
VANIA CABLE TELEVISION ASSOCIATION; AND STUART FELD-
STEIN, GENERAL COUNSEL TO NCTA

Mr. FosTFn. I should also note, Mr. Chairman, that in the audience
today-are a very large number of cable system operators. I would say
most of them are smaller operators, what we call our mom and pop
operations. We say that with no lack of respect because many of these
actually are mom and pop operations where the husband in the family
is the technician for the system, and the wife keeps the books and
answers the phone. These are people that are really concerned about
the impact of copyright legislation.

Let me first answer the question that you asked- Mr. Valenti about
-his views on copyright schedules and fee schedules that differ from
the ones included in S. 1361. Let me say that although we are support-
ing S. 1361, on page 35 of my testimony I have indicated that the facts
that we have been- able to develop with the research that Dr. Mitchell
has done and the input that we have had from our cable operators,
indicate that a fee schedule of 50 percent lower than the fee schedule
included in S. 1361 would be more appropriate.

As I have said, we are supporting the bill because we think it is
a bill that can pass the Senate and thus, we can get on-with this copy-
right issue. We have stated that we- support the bill and we believe
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that all of the. facts that will be developed will support that lower
fee schedule.

Senator hMCCLEr.LAN-. ¥What do you base that on? Just the idea that
you want to get out of it as politely as you can ?

I want something concrete here to show us if we can. I asked the
other side if they were prepared to document or submit what they
consider to be reasonable fees. They haven't.

I wonder if you have come now with something concrete, that you
could submit to us. other thanw you say, well, you support the bill.
In other words, show why the fees should not be more.

iMr. FOSTER. Dr. 5Mitchell has a rather detailed testimony and I be-
lieve that he will develop some facts alone that line. He will demon-
strate that the fee schedule that is in the bill will have a very serious
economic impact on the industry and, in many cases, will take profit-
able cable operations from black ink into red ink.

Senator MCCr. ELLAN. All right. Proceed.
Mr. FosTER. For the first 5 minutes of 3Mr. Valenti's testimony, I

thought that the National Cable Television Association was here to
defend a breach of contract suit, but let's be very clear about this
one point.

Senator McCrELLAN. What about that consensus agreement?
Mir. FosTEn. Mir. Chairman, we have supported the concept of cable

television's paying reasonable copyright fees since 1968. You will recall
in 1968 that the Supreme Court defided that cable TV operators did
not have to pay copyright fees.

Senator McCrELLAN. That was on local broadcasting, wasn't it?
Mr. FosTFn. Yes. sir. That was essentially the decision of the court.

But not withstanding that decision, the National Cable Television
Association has continually adopted as its official position that the in-
dustry should pay rcasona ble copyright fees. We did that long before
the consensus agreement and we feel that was the basic, undergirding
intent of the consensus agreement-to work for the early passage of
copvrighllt legislation.

We feel that S. 1361 represents that kind of copyright legislation
that can be passed at an early date so that we can get on to the more
pressing issues facing this-industry.

Now let's talk a little bit about what has happened since the con-
sensus angeement. since we have been negotiating with the motion pic-
ture interests, with music interests. But I will speak primarily about
the motion picture interests. Continually since the consensus agree-
ment-at intervals as often as once every week or as often as once a
month-we met in extensive negotiating sessions to try to determine
whether or not there could be a meeting of the minds between the
parties on what might be a reasonable copyright fee.

Both parties hired expensive knowledgeable economists with a long
list of credentials to try to develop facts and circumstances which
would provide some realistic basis for those negotiations. We found
that the parties positions were far apart and that no factual data that
was available to us could bring the parties any closer together.

Why was that the case ? Primarily because cable television is still in
its infancy. It is a very, very small industry, It is primarily operating
in rural areas, in smalltown areas, and the major big-city markets-
which is really what we are talking about here in terms of the future
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of these copyright ,papers--have not yet been wired. And those small
areas. lose to thle-big-city markets that have been wired do not provide
us with the kind of economic data that would provide a basis for a
reasonable negotiation. So after many months of those negotiations,
we came to the conclusion that there was no factual basis and, tllere-
fore. it was appropriate to turn this matter over to the wisdom of this
committee and the Senate to come up with a fee schedule. By setting
down an initial fee schedule in the bill, the concept of arbitration could
then come into effect at -a time when we would, hopefully, have some
hard factual data based upon the experiences'derived over the next 3
years.

During that period of time, we will be paying copyright fees and we
will have experienced the copyright -payment concept. The allocation
of those fees can be worked out. The economic impact of those fees
on our industry will become apparent. And we think that it is then
the appropriate time for the satutory tribunal to do its work.

If that tribunal were to be convened today, it would have the same
difficulties that the parties had during the past 2 years trying to con-
duct negotiations-they would simply -be speculating as to the future
of this industry, but they wouldn't be dealing with anything except
one economist theorizing from one direction and another economist
theorizing from the opposite direction. W hat would come up would
be certainly iLo more valid, and I suspect a lot less valid, than the wis-
dom of the Senate.

And, therefore, we are supporting the concept of S. 1361 that the
fee schedule to be imposed at this time with arbitration or a statutory
tribunal, whichever you want to call it, coming into play at a time
when we bhave evidence to deal with.

Now let's talk about what the cable television industry really is,
because I think we have to have a very clear picture of that to under-
stand what these copyright payments mean. I am now talking about
the community antenna aspect of the cable television industry.

What do we do? Well, we put up an antenna at some point on top
of a mountain, and from that antenna we receive television broadcast
signals off the air. Wte don't alter those signals in any way other than
to improve the quality of the signal. We then put it on a cable, a wire
which goes into a family's home and into their television set.

We cannot alter the programing content in any way. We cannot
put any commercials on those stations. We cannot take off any com-
mercials. W]e cannot take off any programs unless we are required to
do so by tile rules of the FCC.

If we are carrying a channel. and it's carrying a program that we
don't want to carry, we must still carry it. 'We have no selection process
at all. We must take what they give us and all we can do is improve
the quality of that signal and deliver it to some homes that wouldn't
otherwise have seen that signal. That sponsored message that paid
the full nrice of that program is now being carried to a home which
ordinarily would not receive that broadcast signal.

Senator ~MCCLALr -N. In effect, you mean to say that your ser ' s
to extend the coverage.?

M3r. FosTRn. Yes, PMr. Chairman. As a matter of fact. some Hle
have suggested-and not at all facetiously-that the broadcaEsers
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ought to pay us for carrying those signals into areas where they would-
not otherwise go. We are giving their sponsors a break.

Senator MCCLELLAN. Do they have any effect on what they charge
for advertising?

Mir. FosER. In many cases, Mr. Chairman, we understand that it
does; We understand that they base their audience rating on the cable
system population and thus increase the price they charge for the
commercials.

I think you can understand that against that background, where we
have no choice of what programs we carry, all we do is improve the
quality of that program and extend it beyond a geographical range.

Under the circumstances, you can understand why it has been dif-
ficult for the cable television industry to accept the concept of paying
copyright fees. To us, it s unds like-I use a phrase that Fred Ford
invented-I'm glad that Fred is here today--"two tickets for one
show." Somebody has already bought the ticket to the show, and now
we're being asked to buy it again.

Now, Mr. Chairman, we have accepted that concept, the concept of
paying reasonable fees. But I think against that background, you can'
understand whyv we feel that those fees should be minimal at the outset,
and' that -the economics of the marketplace show w-lhat they might be
in thelfuture.

eNow let me address a couple of points before I turn the microphone
over to my associates. There is not an exemption in the bill for small
.systems. Many of the small sy stems operators who are here today will
be urging you, and have urged you in correspondence that I know they
have sent you, to exempt all systems under 3,500 subscribers. These are
the small growing systems. They have particularly difficult economics
associated with them.

The motion picture people have told us time and time again that
they are not looking at the small systems for the revenues. They are
looking for the large, big city systems that are yet to be built.

And therefore. it is our official position. Mr. Chairman, that the
small systems under 3,500 subscribers should be exempt from the pay-
ment of copyright fees. On the other hand. we do not feel that either
nonprofit or governmental systems should be exempt. We feel that
since they are directly competitive with free enterprise cable systems,
thevshouild pay the same kind of copyright fees.

Before I hand over the microphone, Senator Burdick, I would like
to answer the question that you asked about why we should have
a compulsory license with one flat fee across the board for the industry.
The average television station carries approximately 5,000 programs
per year. Let's say that the average cable television system carries
five television stations. That would mean that the individual cable
system operatoi would have to negotiate a copyright fee for about
25.000 individual programs.

He has no choice as to lwhether -he has to carry those 25.000 pro-
grams. Hle can't say, I don't want to carry this one. It's a worthless pro-
gram. He has to carry it under any circumstances.

Therefore, we feel that across the board compulsory license is the
-way to go. I think that you can imagine how difficult it would be for
some poor cable operator down in Arkansas with 500 subscribers to
have to come down to Mfr. Nizer's office in New York and negotiate
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25,000 individual copyright contracts. It would be an unreasonable
burden.

At this.point then, I will turn the microphone over to Dr. Bridger
Mitchell, Vwho will address what economic data we have been able to
develop, Senator.

Dr. lrrcIIEmLL. Senator McClellan, Senator Burdick, my name is
BI'idger Mitchell. I am appearing at this hearing in my capacity as
an economic consultant to the National Cable Television Association.
*While I am affiliated with the University of California at Los Angeles,
and the Rand Corp., the views and conclusions expressed are those of
the author and should not be interpreted as representing those of the
university or the Rand Corp., or any of the agencies sponsoring its
research.

In the context of the American economy, cable television today is
a small industry. About 7 million homes buy its television reception
service, paying on average of slightly more than $5 per month.

This year, approximately 3,000 cable systems are in operation, with
annual revenues -of about $400 million. Ownership of a number of
these systems is by a single firm. The 10 largest firms account for
about 44 percent of all subscribers.

Cable's development to date has been almost exclusively in the
smallest television markets and in the fringe reception areas of a few
larger cities. In those areas, the willingness of consumers to subscribe
is due to the limited number of broadcast television signals available
and their frequently poor reception quality which results from dis-
tance from the transmitter, or intervenihg terrain.

The major promise for cable telkvsion is yet to be realized. As Mir.
Foster has emphasized in his statement, about 85 percent of the homes
in America are located in the 100 largest television markets, and
until March of last year, construction of cable systems in these markets
was effectively blocked by policies of the Federal Communications
Commission.

These markets differ significantly from the communities which
have been -wired to date, especially in their relative abundance of
broadcast signals and generally high-quality aerial reception.

Any projection of the future growth of this industry and the pro-
spective effects of the copyright fee schedules proposed to this com-
mittee must incorporate these central facts. I have attempted to pro-
vide such an analysis in the paper, "Cable Television Ulnder the 1972
FCC rules and the Impact of Alternative Copyright Fee Proposals,"
which has been appended to Zrr. Foster's written statement.

Very briefly, the method of analysis I have employed is to construct
a financial model of a cable television system which incorporates the
major factors affecting a system's size, costs. revenues, and profitability.
For example, capital expenses delpend on the geographic size of the
system in-miles, the amount of cable which must be laid underground
rather than strung from existing utility poles, and the proportion of
homes in the service area which actually subscribe, generally referred
to as the penetration rate.

Operating costs' are similarly related to the number of bubscribers,
the number of imported signals. taxes, and regulatory fees. In the same
manner, revenues are determined by the monthly subscription cllarge,
the system size, and the penetration rate.
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But penetration, the generally employed measure of consumers' de-
mand for cable service, itself depends on the monthly charge and the
increase in both the number and quality of television signals on the
cable relative to those available using only a home antenna.

This method of describing the economics of a cable television system
was first developed in 19470 to analyze the then proposed FCC rules
in a pc.per which Dr. William S. Comanor and I prepared for the
Commink3ion proceedings, and a number of researchers have subse-
quently employed versions of this model to explore related questions
about the industry.

By programing the financial model for calculation on an electronic
computer, the effect of a variety of different assumptions and conditions
can be readily determined. Thus, I am able to adjust thlie size, numbetr of
broadcast signals, construction methods, and other parameters ho the
conditions expected to be obtained in several different types of com-
nmunities.

Consequently, these typical systems are representative of the cir-
cumstances and profitability of most cable systems that could be built
in the major markets.

tMy present study takes into account the final Commission riles
and is addressed particularly to the impact of alternative copyright
fee schedules on cable systems in the large urban markets. Altiough
I have allowed for the effects of providing public access channels auld
programing locally originated by the cable system, as required by the
FCC rules, I haxe excluded from the analysis both the costs and the
revenues which may eventuall3 result from leased channels-including
pay television channels and other nonbroadcast services. Scnce pro-
graming shown on these channels is fully subject to th2 present copy-
rilght laws, cable operators will have to bhid for the rights to carry
sucii material, and it is not necessary to examine the operation of that
market here.

Let me now attempt to summarize my major findings; greater detail
may be found in the paper itself.

Conditions for the development of cable service vary widely throuah-
out the 100 largest markets. Near the center of these cities, penetration,
the percentage of home.s that actually subscribe, will range from 22
percent to 3. percent for typical systems. These urban areas generally
receive all three network signals and in the larger markets there are
one, or more independent stations with good reception.

Even in the absence of copyr;ght -ees, profit rates for centrally
located systems will be lower than ireturns available to capital invested
in other industries. Except in exceptional circumstances, cable systems
will not be built in.the central cities under present FCC regulations.

Toward tile edges of the major markets, signal quality, particularly
for UtIF broadcast stations, deteriorates rapidly. Typically, systems
located in such communities will achieve penetration rates of 34 per-
cent to 45 percent.

As a result, before payment of copyright fees, the large or multiple-
oNw ned systems will earn before-tax real rates of return of between 9'
and 13 percent. These profit rates, while not particularly high, are
likelv to attract equity investors who are able to finance an important
fraction of the system from borrowed capital.
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Now, when the schedule of copyright fees proposed in S. 1361, which
is graduated from 1 percent to 5 percent of gross revenues, is added
to the cable system's operating costs, the effect is to reduce rates of
return a full percentage point. For example, a system of 10,000 sub-
scribers at the edge of one of the 50 largest markets would find its
profit rate reduced from 11 percent to 9.9 percent, a little more than 1
percentage point.

Depending on the capital structure of the system, such a change
can reduce the return to equity capital by 2 or 3 percentage points.
While this change may not at first appear particularly large, these
figures may be put into perspective by noting that the proposed copy-
right fees would have reduced the before-tax net income of eight
large multiple-system operators by an average of 19 percent last
year.

Because a high proportion of the major market systems would en-
counter similar subscriber and cost conditions, the prospective returns
to cable investors are only marginally attractive whien compared with
other industries. and then only on the suburban fringes of most cities.
In this situation, copyright fees of the magnitude proposed in S.
1361 can be a significant deterrent to construction of many new
systems.

I have in addition analyzed the probable effects of a fee schedule
exactly bne-half of that in S. i361, that is a schedule graduated from
½/2 percent to 21/½ percent of gross revenues, depending on systems
size. Under such a schedule, profit rates of systems located at both the
center and edges of major markets are reduced by about one-half
percentage point.

Finally, a fiat 16.5-percent copyright fee was analyzed. The effect
of additional costs of this magtnitude are unambiguous. For every type
of cable system that was investigated, the 16.5-percent copyright pay-
ment. would create a decidedly unprofitable investment climate
throughout the top 100 markets, far outweighir.g the limited prospects
for cable development which igave been opened up by the 1972 FCC
rules.

Let me conclude by noting tllat, although I have not gone into them
in this statement, the 197D2 FCC cable television rules substantially
restrict the distant signals which may be carried and impose costly
requirements for nonbroadcast services. It is primarily these reg-
ulatory policies which will limit development of cable service in
suburban andi fringe areas and result in little or no central city
construction.

Iecause the rules reduce the returns to invested capital to only
marginally attractive levels, the prospects for major market cable
service are now especially sensitive to relatively small increases in op-
erating costs. The impact of even the copyright fee schedule proposed
in the bill before this committee may well be sufficient to delay or can-
cel construction of an important proportion of systems that would
otherwise be built in, the next several years.

Thank you.
Mlr. BArco. Chairman McClellan, Senator Burdick, Senator Fong,

I am George J. Barco. For the past 17 years, I have served as Gen-
eral Counsel of the Pennsylvania Cable Television Association.
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Pennsylvania is the State in which the cable television industry
started, and there are some 300 CA1TV systems operating in over 1,100
communities-more than in any other State in the Nation-serving
over 2 million television viewers. It has been my privilege to serve
as national chairman, then known as president, of the National Cable
Tel:vision Associatic n, and I was a member of its board of directors
for 15 years.

For the past year. I have served as a member of the NCTA Copy-
right Committee. Also, for the past 20 years, I have been, and still am,
a part owner and the president of several cable television companies.

By way of further introduction, I believe I should state a dis-
claimer, for the benefit of NCTA, and for the information of the
committee, that while I have been an active participant in the affairs
of NCTA over the years, the views I am about to express on the copy-
right issues are my own, and in many respects do not correspond with
the officially adopted views of NCTA as an organization.

At the same time, let me state that I believe my views reflect those
of many, many cable operators all over the country. There is no single
matter which has concerned the CATV industry for the past 7 or 8
years more than copyright. Over this period, I have talked on a per-
son-to-person basis with literally hundreds of cable operators and
virtually every industry leader on the subject.

Let me state finally by way of introduction, that I view my task to-
day as awesome and the situation for the cable industry as critical. if
not desperate. Under the circumstances, I can only state the situation
as I see it fully and frankly to the committee, without regard to cer-
tain existing predelictions, interests and objectives among the forces
interacting oif the copyright issue, within and without NCTA. I'm
appreciative of the opportunity of appearing before you today.

In October 1968, the Board of Directors of the Pennsylvania As-
sociation, following a careful consideration of the copyright issue,
adopted what has been termed as the Pennsylvania Position on Copy-
right. Its underlying principle is simply that television signals re-
ceived off the air should not'be subject to the payment of copyright
fees so long as similar payments do not apply to reception by conven-
tional antennas in the same community.

The position recognizes that copvright fees should be payable for
copyrighted programs received by microwaving or similar 'long-dis-
tance transportation, and that such nmicrowaving should be subject to
regulation in view of its impact on television broadcasting, copyright
propelty rights, and the interrelated market patterns of both.

While reco-nizing the legitimate interests of -many who are inter-
ested in providing direct television program services. and a variety of
other communication services in thie introDolitan area by cable, tile
Pennsylvhania Position urges that the televis reception function for
off-the-air signals 'y CxTV should not be colored by the possible
future development of cable television. nor should the inherent rights
in suclll reception be traded as a part of any compromise between the
conflicting interests concerned in large city cable television develop-
ments.

The Pennsvlvania Position has received wide sunpolrt in the industry
tlhroullsholt the .Nation for it was grounded oin the basic concept and
fact of C.TV performing the community antenna reception function
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for signals received off the air. Further, it seemed incomprehensible
that liability to copyright fees should depend on the accident of topog-
raphy, or in the real-life situation of the television viewer, whether he
was living in the high area where a conventional antenna did the job,
or whether lihe lived behind the hills or along the river where com-
mullity antenna service was required or desirable to provide satisfac-
tory television reception.

HIow could there be any justification for requiring the subscribers
to make an additional payment to the copyright owner who had al-
ready received payment in his colltactual arrangements for the b)road-
casting, paid ultimately by the television viewers, including C ATr
subscribers, in the advertising costs of purchased products?

Besides, until recently, the colyrigllt owners made repeated public
assurance that they were not interested in payments related to such
television reception services, but were interested in only the large city
markets -vhere distant signals were to be imported.

And most important of all, the Su:.reme Court of the Unitedl States
ill the Uteted Art;,its case made a determination, in June 196 , recogniz-
ing and establishing in legal ternls lihe concept always unuerstood by
cable men in practical terms by the very nature of theil operations.

Yet, in the intervening years from 1968, the membership of Na-
tional Cable Television Association was sharply divided on the copy-
right issue. One segment considered any payment of copyright fees
for signals received off the air an infringement of very basic rights, for
the reasons just menlioned.

The other segment viewed payment of copyright across the board as
the only realistic melans for securing importation of distant signals
thought to be necessary for the economic viability of cable television
for the large cities if and when such system construction occurs.

To fully understand the circumstances of this division, it must be
understood that the memlbership of NCTA is not a homogeneous
group; and that all members of NCTA are in the cable industry, but
a substantial number of them, and particularly some large mulltiple
system owners. aiso have other interests which are at variance with
CATV interests as such, as, for example, television broadcasting and
copyright interests.

It is not surprising that the persuasions of the copyright payment
segment within NCTA have been weighted and influenced by these
interests and still are today.

As is well known, the event of decision came in November 1971. in
the. context of the Office of Telecommunications Policy Compromise,
which .was approved by the NCTA Board of Directors because it ap-
peared to represent the only available basis upon which there was any
possibility for removing the Federal Communications Commission
freeze on cable television development, particularly in the large
markets.

Whatever differences there may have been within NCTA over phi-
Iosophy as it relates to the regulatory scheme and the payment for
copyright, I can state that I believe that every possible effort was
made by the NCTA Copyright Committee, and others of the CATV
indust-rl' concerned .with the implementation of this decision, to accom-
modate to the situation.

I can state from mny own personal knowvledge that the attitude,
demnands and conduct of those representing the movie copyrighlt own-
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ers during the sessions which I attended were such that all efforts to
deal with them were vigorous exercises in futility.

The representatives of these copyright owners were completely un-
informed as to the nature of CATV operations, their financial aspects
and the specific current problems facing the industry; and they were
evidently determined to maintain their ignorance, on these matters.
Furthermore, they displayed a callous disregard (4f the consequences
of their exorbitant and totally unrealistic demands.'

Thus, when they were informed that our industry simply could not
pay the demanded 16 percent fees for movies alone, added to fees
proposed for music and other copyright of over 12 percent, the response
was a blatant "pass it on to the subscribers and tell them it is a cost of
doing business."

When we attempted to cite the absolute and practical limitations to
service charge increases by way of clearances through the municipali-
ties on whose franchises the operations must depend and by way of
business fact tha ilbscribers either could not-or would not-make
such payments, tue blunt rejoinder was "just pass it on to the sub-
scribers anyway."

I must observe that the FCC, in insisting on copyright payment as
one of the conditions to the easing of restrictions on CATV growth,
placed a perhaps unforeseen, but nonetheless, tremendous pressure on
the CATV representatives in the bargainir.g process. The copyright
owners were under no similar burden, andj in fact, they maximized
their advantage by insisting, in effect, that this condition amounted
to a requirement that CATV settle on the terms of the copyright
owners.'

In the end, it was painfully clear to even the most optimistic and
the mosttolerant of those representing NCTA that fair, realistic. and
responsible dealing with the copyright owners had been and is an
utter impossibility.

Gentlemen, I put aside completely my firl. conviction that copy-
right payment for the reception of television signals received off the
air is wrong in principle and discriminatory in effect. I address myself
now to the consequences of the imposition of copyright payments
which this industry simply cannot afford to pay on its growth, de-
velopment, and yes, its survival. Let me capsulize the difficulties of
cable televisior. operations today.

Of course. like all other business, we are plagued with increased
costs incident to the inflationary period in which we are living. Sub-
stantial basic costs like pole attachment fees currently are being in-
creased from 40 to 70 percent across-the Nation.

FCC technical standards will require great expenditures in system
rebuilding in the next several years with corresponldingly increased
operating costs. Co.npulsory cablecasting is still a requirement for
systems over 3.500 and operating costs for even a modest operation
run into tens of thousands of dollars annually.

As against this spiraling of costs, there is a definite and absolute
limit in the possibilities fr? service charge increases, either because
approval cannot be secured from the muncipalitv or other franchising
authority, or because the n.irket conditions will not sup,?ort the in-
creases, or for both reasons. At the same time, there are converging
interests by State and local governmental units seeking control, re-
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straints, and services, sometimes duplicative, sometimes inconsistent,
all exacting upon the total resources of the cable industry.

Added to these- problems of existing systems, new systems have the
added burdens of the staggerine costs and special difficulties of system
construction and operation in the large and metropolitan city areas,
and the feasibility and acceptance of CATV service in such areas are
yetito be established.

The experiences to date in the New York City and Akron, Ohio,
systems are instructive on the vicissitudes and hazards of such ven-
tuires.

Senator MCCLELLAN-. We note that your time has expired.
Do you want to place the rest of your statement in the record ?
Mr. BARCO. I would.
Senator MCCLELLAN.X. We probably ran over a; little with the others,

so I swill give you 3 or 4 minutes, and then you can place the rest of it
in the record.

5Mr. BARCO. I would want to say, Senator, if I may, please, that there
are several specific recommendations which we would like to make, and
if you will allow me.

Senator MCCLELLAN. What?
M3r. BArco. There are several specific recommendations we would

like to make, if you will permit me to do that. W~e will place the rest
of my paper in the record.

Senator MCCLELLAN. All right. Let the rest of the paper be placed
in the record.

WVe are going to run out of time pretty soon. I'll give you time to
make the specific recommendations right quick.

MIr. BARCO. First of all, sir, I believe that compulsory license should
extend to the reception service of all signals received off the air. In
addition to the basic facts and principles which support this treatment,
noted earlier, it should be observed that copyright owners utilize the
great public resource of the radio and television spectrum without
charge. If the copyright owners choose to make use of the tremendous
capability of this resource for mass dissemination of their products,
with corresponding increased coverage and return, it is wholly un-
reasonable and unjustifiable for them to insist on all the benefits of
broadcasting and yet maintain the same control as if they had provided&
their own contained arena or exhibition hall.

I would also like to make one other point and then I think I will
terminate. In all of these dealings, gentlemen, up to now, there has
never been afforded to the viewing public an opportuniLy to be heard
on this matter.

And I submit to you that with the growing concern that there is on
the part of the Members of our Congress, and all governmental units,
to protect the consumer's rights, this is a matter of real concern. That is
whly we believe this is a matter that must be decided by the CongLess,
ratlher than with the copyright owners, with whom we have not been
able to reach any accommodation.

Senator MCCLELLAN-. Let me ask you one or two questions with re-
spect to the cable TV systems. Do they have to get a franchise to op-
erate in a city or a given area?

Mr. BARCO. Yes, sir.
Senator MCCLELLAN. Does that franchise fix or limit the fees you can

charge, the service fees ?
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Mr. BARco. In most every case, it does, sir.
Senator MCCLELLAN'. In other words, can you pass onto the sub-

scriber, any increase, if you pay for a copyright? Or do you have to
pass it on within that franchise limitation?

MIr. BARCO. It would be our hope, Senator MIcClellan, that the fees
would not be more than 1 to 2 percent.

Senator MCCLELLAN. I mean do you have to pass it on whatever it
is?

Mr. BARCO. I'm coming to that point. It would be not more than 1
or 2 percent of the income realized for television reception service
payment.. We believe that the industry can accommodate itself and
absorb it.

But if it is more than that, we would necessarily be forced to pass
it on. And by way of illustration of the problem that we get into, if
we were to meet these demands that are made on us, let me tell you that
there are 11 different municipalities in Pennsylvania that absolutel
refused to allow any increase of rates in the past year, even thc..hI
these companies showed they were operating at a loss.

This is the fact of life with which we have to live.
Senator MCCLELLAN. DO we have from anybody here the total num-

ber of subscribers to CATV systems in the Nation? Do we have that
total number ?

Mr. FOSTER. It is estilmated at the present time between 7 and 712,
million.

Senator MnCCLELL~N.. Between what ?
Mr. FosTER. Between 71/4 and 71/2 million subscribers across the

country.
Senator MCCLELLAN. Now, what percentage of those are in the 100

percent markets, and what percentage are in the lesser markets; the
100 category and the lesser category ?

Mr. FoSTER. I would estimate that of the 71/2 million, about a million
are w ithin the top 100 television markets today.

Senator MCCL ELLAN. All right.
I want to ask one question of Mr. Mitchell. You pointed out in your

statement you have, in addition, analyzed the probable effects of a fee
schedule exactly one-half of that in S. 1361, and you point out what
that would be.

Dr. MITCHIILL. Yes, sir.
Senator MCCLELLAN. You have also testified concerning the 16.5

percent copyright figure. A_ copyright payment is the amount, I under-
stand, that the copyright owners have suggested.

Dr. MITCHIELL. I understand that was an early proposal on the nego-
tiations, sir.

Senator MCCLT LLAN. Is that a copyright owner suggestion ?
Mr. MrrciHELL. I don't know what it is now.
Well, let me ask you this-analyze it on the basis from 2 to 10 percent

instead of 1 to 5. I would like to see what that will do. If you have it.
you may do that and submit it for the record and anyone else may
submit some'figures on that line. I would like to see those.

The issue here is what can the industry stand and still operate at a
profit and provide the services. Personally, I would like to see a fair
compensation paid to the copyright owner, and I think that we need
to takeinto account the fact that they have already gotten a copy-
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right fee from the broadcaster. lnd what the service does, it adds on
to the value of what the broadcaster sells him.

But I still think, I still think there should be some consideration,
some remuneration paid by C:ATV because they profit out of it, too.
There is an equity here, a balance of equities that we should be able to
find.

fVery well, Senator Burdick ?
Senator BUnDIcxK. Thank you, MIr. Chairman.
Senator MICCLrLLAN-. I understand we are going to have a vote, thtl's

why I was trying to hurry along.
Senator BvuirIci. I will be very short. I only have two or three

questions. But my first question will be to Mr. Foster.
Section 111(d) sub(2) attempts to establish a rate schedule to be

paid copyright owners for the use of their copyrighted material by
CATV. Assuming that's desirable, then we are confronted with a real
questionl.

You have testified that you have used the best brains you could find.
You used economists. You used a lot of talent, the parties did, trying
to arrive at a fair fimure.

And you concluded by saying, you are leaving it to the Senate's
wisdom. Well, I have got to have more than wisdom. I have to have
some basis for this. I am not-divine.

Isn't there something the parties can do to give us some basis to
publish that?

Mr. FOSTER. Well, we feel we have provided the testimony from Dr.
~Mitchell, who is here-today. lie indicates that the fee sihledule that's
in S. 1361 will provide marginal profitability for cable television sys-
tems. And even a schedule of half that much would encourage some
probability, but not a great deal.

Senator BtnmDICI. Well, I think it is extremely important that we
fix something that is reasonable to start with, for this reason. Under
the act, we find described in the function of the tribunal, quoting the
subdivision of this chapter, that the purpose of the tribunal shall be
one to make determinations concerning the adjustment of the copy-
right royalty rates specified by sections 111, 114, 115, and 116; and to
assure that such rates continue to be reasonable.

So, one of the duties of the tribunal is to see that reasonable rates
stay reasonable, and I am just wondering if there isn't something more
that the contending parties might give this committee to arrive at that
reasonable rate now.

Mr. BARCO. Senator, may I offer a suggestion ? The Canadian CATV
Association made a study of over 1,000 systems that they have up there,
and they have some very large systems-incidentally, larger than any
that we have had in this country here. And their studies show that
the net return for all of the systems is under 5 percent on the invest-
ment involved. The penetration, Senator, is much higher than it is in
our country here.

Mr. FOSTER. Senator, let me answer that by saying if I felt that
2 weeks of testimony before this committee 'would produce factual
fdata that' would support one fee schedule against another any better
than we have supported from Dr. Mitchell's testimnony. I would be glad
to provide that date. But I just don't believe that it is there.
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And therefore, I think we have to accept some degree of ariitrari-
ness with this initial fee schedule. *We would like to get on with the
task of paying these copyright fees. I know that it must sound a little
bit ludicrous for somebody to want to hurry up and start paying fees,
but as you know, we get called pirates and thieves and. parasites in
lots of different places. We would like to clear the air on this and get a
fee schedule going and get some experience with it.

Senator BUrDICK. I understand, MIr. Foster, that you are asking us
to find a fair fee thl rivate citizen A pays private citizen B withou'
factual basis.

iMr. FosTER. I feel that there is enough basis in the material that we
have presented that indicates that there is support for a fee seliedlle
of one-half the schedule that is in the bill. We have supported the fee
schedule in the bill, because quite frankly we felt th it that bill, in its
present formi, with some minor amendments, has a good chance of
getting passed. We can then get beyond this copyright issue and move
onl to the other very vexing regulatory problems that we have.

Senator BUrDmICK. Well, let me try this one. Suppose this subcoin-
mittee decided after these hearings that we should rewrite section 111
to conform in all respects to the consensus agreement reached among
the respective parties, including your association, in November 1971.

,Would your association have any objection if we decided we would
extend the compulsory license only to CATV retransmission of local
TV stations and such distant TV stations as are permissible under
the FCC 1972 rules, so that any cable retransmission goinl beyond the
level of signals would be subject toenormal copyright law lihability.

.fr. FosTER. Well,.we feel that way that that problem is handled
in the bill as it now stands is most appropriate. To answer the first
part as to rewriting this bill in the light of the consensus agreement,
I think I might be able to answer the question.a little bit differently
if we could adjust all of the rest of the regulatory world to also con-
form with the consensus agreement if, for example, the FCC would
chanre its rules on nonduplication in the Rocky Mountain time zone,
in wtlich it has not conformed to the consensus agreement.

In other words, we regard the consensus agreement as a document
that got the parties off center as far as getting some new rules in
place. Already the new rules have been changed in some respects.
There have been complications in the rules-and the FCC has indi-
cated that they. are going to have to correct them-and we have moved
on from the consensus agreement.

But C-l the issue of copyright, we havealways felt that the under-
girding intent of the agreement was to get early passage of copyright
legislation, and that is what we have been about. We have been work-
ing pretty hard to: get S. 1361 going, because we feel that is our
responsibility

Senator BuImIcK. You were in agreement with the consensus agree-
ment at that time?

Mr. FosTEn. Yes, indeed. We were a signatory to-the agreement.
Senator BURDIOc. Suppose this committee also decided that since

the parties have not reached an agreement on the amount of fees,
the matter should be resolved by the arbitration tribunal, as con-
templated by the consensus, and use the fees of the consensus in the
meantime.
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Mr. FOSTER. There are no fees provided in the consensus agreement.
The only fee schedule that I know of is provided in S. 1361..

Senator BURDICK. The consensus provides arbitration?
Mr. FoIeS. Yes; the consensus agreement mentions compulsory

arbitration.
Senator BURDICK. Suppose we decide the question along those lines,

what would be-your view ?
Mr. FOBTER. I believe that S. 1361 involves the concept of arbitra-

tion, except that.it puts it at the time when I believe ive'll have more
meaningful evidence, after the passage of the bill. At that point in
time, we will.have arbitration.

Senator BuRDIox. But you want us to decide right now, to deceide
in the meantime what those fees should be.

Mr. FOSTER. We would like you to do that, yes, sir, because I feel
that the parties have negotiated with very good intent and all' sorts
of expertise andthey haven't come up with an agreeable fee shedule.

Senator BuRDIcK. Well, I am-looking for wisdom Lthat. you asked us
to use, to-do our best.

Mr. FosTER. Thank you; Senator. I'm sure you will.
Senator BURDICK. I've got two other questions. Would you describe

the need for an exemption from copyright liability of CA./TV systems
with 3;500 or less subscribers?

Mr. FosTER. Yes, sir. We feel that these-small systems outside the
major markets should be given an across-the-board exemption. They
have many administrative problems. In those systems already they
have-endless forms to fill out and file with the FCC. Now, we're just
going to put one more burden on tlem, not only an economic burden,
but an administrative burden.

The small systems just do not have the economies of scale built
into them that the large systems do. They still have to maintain an
office and all of those kinds of things. We just feel that this is an un-
necessary: burden for a very, very small .rate of return to the copy-
right owner.

And I should-mentivu) that -not all of our member systems support
that move for exemption. Mr. Barco among -otlhers does not believe
that exemption appropriate.

Senator -BrnDIcK. Webhave a vote, bute I would^like to ask this ques-
tion. If we haven'ttime to answer it, would you supply the answer
for me?

Mr. FoSTER. Yes, sir.
Senator BrwRDicx. We continue to. speak in terms of percentage of

gross revenue. Can you estimate under -the section 111 fee, schedule
how much the San Diego, Calif., and the New York City CATV sys:
teins would presently pay ;. and' when-the systems mature, what would
they expect to pay ?

And second, what is the gross revenues of these ,systems; would
you supply that to the committee ?

Mr. FOSTER. Yes, sir. I will supply that, and I would so supply that
not only on the basis of the fee schedule that is in S. 1361 but also on
some alternate fee schedules, so-that *we can see the relative, iipact
on those large city systems.

Senattor BuRDICK. Sorry weihave to vote.
Senator MCCOLEULAN. Thank you very much.

20-344 0. 73 27'



412

We will recess until 2 o'clock.
[Whereupon, at 12:08 p.m., the subcommittee recessed, to reconvene

at 2 o'clock later the same day.]
[The prepared statements of Mir. Foster, Dr. Mitchell, and Mr.

Barco follow:]

STATEMENT OF DAVID H. FOSTER, PRESIDENT, NATIONAL CABL; TELEVISION
AssocXATION, INC.

My name is David Foster. I am president of the National Cable Television
Association, Inc., with offices at 918 16th Street, NW., Washington, D.C. 20006.
The National Cable Television Association--known sometimes as NCOTA-is a
national trade association representing a majority of the cable television systems
in the United States-of America, and is vitally interested in matters affecting
CATV.

Let me-say-at the outset that-NOT A is in favor of omnibus statutory copyright
revision which includes provision for the imposition of reasonable copyright
responsibilities on CATV. NCTA is in favor of the passage of S. 1361. However,
because of the evolving technology of U(ATV, and, the business and regulatory
atmosphere within which-it B1 ust operate, we respectfully have severalcomments
and suggestions for your consideration. We thank you for the opportunity to
appear before this subcommittee and to assist you in your deliberations.

Perhaps, for the record, it would be well to explain just what a cable television,
or community antenna television, or CATV, system is. The Federal Communica-
tions Commission (FCC), at 47 C.F.R. § 76.5(a) defines a. CATV system as:

Any facility that, in whole or in part, receives directly, or indirectly over
the air, and amplifies or otherwise modifies the signals transmitting programs
broadcast by one or more television or radio stations and distributes such
signals by wire- or-cable to subscribing members of the public who paysfor
such service, but such term shall not include (1) any such facility that serv-
ices fewer than 50 subscribers, or -(2) any such 'facility that serves only the
residents of one or more apartment dwellings under common ownership,
control or management, and commercial establishments located on the
premises of such an apartment house.

Generally, the CATV system is composed of "hardware" which includes a
tower on which are placed receiving antennas strategically placed to receive
broadcast television signals where their strength is greatest. Usually, at the
base of the tower, a technical facility is constructed 'to feed the television signals
into amplification equipment and the cable netwo'k; this facility is known as the
"head-end". The cable network is composed of trunk lines, distribution or feeder
lines,, and the customer taps. These lines, constructed of coaxial cable, may/be
buried. underground or attached to telephone and. utility poles in accordance
with pole-line or pol .-attachment contracts. In order to maintain the strength
of the signal at uniform levels throughout the cable network, repeater amplifiers
are placed at intervals along the trunk and distribution line. Thus, the sub-
scriber at the :end of the-line of the CATV system is able to receive as good a
picture as the subscriber nearest to the head-end. The trunk line is the torso,
the distribution lines the arms, and the customer taps arethe fingers of. the

.systems. -It is at the viewer's television receiver that the CATV system'has both
its beginning and its -ending, for -the service provided by the 'CATV system
comes into the home only when the viewer activateshis receiver.

Over this-hardware is distributed the "software" which is composed of broad-
cast television signals in all systems, of non-broadcast television signals in some
systems, and of non-entertainment signals in a very £ew systems. The diversity
of the software shows both the extent of the evolution of the-CATV industry aind
its promise for the future if the evolution i8 not retarded. This is a traditional
CATV system. It receives a signal from a central point and distributes it to
multiple points.

At this stage of the Subcommittee's deliberations, it is also important that the
Committee know that CAT and Pay-TV "'r;STV as the FCC calls it) are not
thesame. A nominal fee is paid for the r. .aption and distribution system com-
prising the CATV system, but the subscriber is not paying for specific programs
as he would under a Pay-TV basis. The distinction is made clearer when you
consider that pay television is a system wliereby the signal is broadca8t in
scrambled form to be decoded by some device at the receiver so that the signal
becomes unscrambled and clear. But CATV does not use the broadcast spectrum.
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It uses cablerfor the purpose of distributing the signal to the receivers. Pay-TV
has separate encoded programs for which they make individual charges; CATV
picks up-free programs and redistributes those. The FCC and representatives of
the-broadcasting and CATV industries have recognized the fundamental differ-
ences between Pay-TV and CATV.

In United States v. South'western Cable Co., 392 U.S. 157 (1968), the United
States Supreme Court established that OATV systems were interstate opera-
tions, properly to be regulated by the Federal Communications Commission. The
Court stated, at pages 168-169:

Nor can we doubt that CATV systems are engaged in interstate communi-
cation, even where, as here, the intercepted signals emanate from stations
located within the same State in which the CATV system operates. -We may
take notice that television broadcasting ,onsists in very large part of pro-
gramming devised for, and distributed to, national audiences; respondents
thus are ordinarily employed in the simultaneous retransmission of com-
munications that have very often originated in other States. The stream
of communication is essentially uninterrupted and properly indivisible. To
categorize respondents' activities as intra-state would disregard the charac-
ter of the television industry, and serve merely to prevent the national regula-
tion that "is not only appropriate but essential to the efficient use of radio
facilities." (Citation and footnote omitted.)

Subsequently, detailed regulations of the FCC were upheld in Black Hills Video
Corp v. States, 399 F.2d 65 (8 Cir., 1968).

OATV systems are governed by comprehensive regulations of the Federal Com-
manications Commission (See, 47 C.F.R. 76.i et seq.). The Commission's regula-
tory scheme varies, depending on the location of a community within which a
CATV system operates, as that-communitv is related to communities designated
by the Commission as a "television market." The regulations further distinguish
between "major" television markets (which are divided into "Top-50" and "Sec-
ond-50" markets) and "smaller" television markets.

The major television markets in the country, definded by 35 mile circles around
a central point in each-market, contain about 85 percent of the population of the
United States. This large area has only recently been opened to development by
cable television.

Early federal regulations attempted to establish some kind of a formative
direction for cable television as it existed then. In the more than seven years
that have followed, the Federal Communications- Commission has adjusted its
regulatory program to reflect changes in tiie cable television technology. So,
when we talk about the regulatory atmosphere within, which cable television
now must operate, there are essentially four different areas.

First, there is the area regarding the delivery of the signals which are received
.i the air. Then there is the delivery of the nonbroadcast signals. Then
there are technical standards imposed upon the industry. And, lastly, there is
an attempt to resolve the very difficult problem of the relationship between
Federal, State, and Local regulatory jurisdictions.

I will not be able to cover the details of federal regulation, but with your
permission, I will paint the picture with a rather broad brush. If you should
have detailed questions, I will be glad to submit a supplementary statement.

The number of television broadcast signals that cable TV systems are allowed
to carry is determined by their geographic location. If they are in one of the
50 largest markets in the country, they are entitled to carry three full network
stations, three independe.,t stations and an unlimited number of "unobjected to"
educational television stations as well as an unlimited number of non-English
language broadcast stations. When I say "unobjected to' educational telemision
stations, what I mean is that the local educational television station has the
opportunity to object to the importation of distant educational television stations;
If it does not object, then the cable television operator in a given community
can import an unlimited number, provided he can get the microwave frequencies
to do so.

In markets 51 to 100 the signal complement is three networks, two independ-
ents, again, an unlimited number of unobjected to- ETV's, and an unlimited
number of non-English language broadcast stations. In addition, in the 100
largest markets, the cable operator, under the new rules, is entitled to import
two additional signals, from a distant market, usLally independent television
stations, which we call two "wild-card" signals. In the small markets, 101 down
to. about 228, the complement is one independent, three networks, unlimited
"unobjected-to" educational tel.vision stations, and an unlimited- number of
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non-English language broadcast stations. In small markets, there is- no provi-
sion for the importation of two "wild-card" signals.

This means that the cable television operator who faces entry into an..- locality
must measure the available signals off-the-air, fit them to this complement,
which the FCC allows him to carry, and then see if he can find an attractive
combination which will allow him to market his service.

As a limitation on what the CATV operator can do with those signals, the
FCC has incorporated a copyright concept: the concept of program exclusivity.
That means if a local television station is broadcasting "I Love Lucy" at 6:00
at:night and a station which a CATV operator is importing front-r distant mar-
ket also broadcasts "I Love Lucy" at the. same time period, then "I Love Lucy"
on the distant, or imported, signal must be blacked out, so that the viewers can-
not see "I Love Lucy" on the distant channel. Viewers are forced to turn to their
local channel if they want to watch "I Love Lucy". That is the effect of non-
duplication, or copyright exclusivity, written into federal regulations.

There are two types of exclusivity which the FCC has imposed on cable
television. One is for network programs. There the time period is-simultaneous.
This means that -a network show, "Dean Martin", being broadcast at 9:00
locally and the distant station also broadcasts "Dean Martin" at 9:03, then
"Dean Martin" on the distant station must be blacked out.

In addition, there is a very complicated system of non-network exclusivity:
What the Commission calls "syndicated exclusivity". It breaks down programs
into essentially Ave categories-off-network series, first-run series, first-run
nonseries, feature films, and "other programs" which are really off-network
specials. When I say "off-network special" that means that a special has had
exhibition on a television broadcast network sometime in the .past. The time
period is -not "simultaneous" in these cases; it varies from one to two years. In
some cases, CATV can carry a program broadcast on a distant station one day
after it's broadcast on a local station, but exclusion lasts no longer than one
year from the first market purchase or non-network broadcast in the local
market. This system is a very complicated control of what the CATV operator
has to do with respect to "blacking out" signals from distant stations, and are
limitations on the use of programs on the distant signals.

In addition, the FCC has moved into the new area of delivery on nonbroadcast
signals-the cablecasting or narrow-casting of channels.

New systems in a major television market must also have a certain minimum
channel capacity. That channel capacity, as it breaks down into layman's
language is 20 channels-twenty 6 MfHz channels (a 6 MHz channel is a tele-
vision channel). It must also provide for equivalent bandwidth so that if it
receives off-the-air at its head-end antenna and delivers 12 television signals, it
must have a system capacity of 24 channels. So, for each off-the-air television
channel delivered the system must also have the capacity of providing one
other channel- for nonbroadcast purposes. The use of those channels is for the
primary purpose of delivery of non-decoded, nonbroadcast signals; or, for the
use of nonbroadcast decoded signals; that is, pay TV by wire. The new rules
also provide that all new systems in the major markets must have two-way
capacity for nonvoice return signals.

The federal regulations also provide that all the new CATV systems have to
provide room for access channels. Access channels are divided into essentially
fourscategories. First, there is a public access channel, which must be available
for anyone to come in off the street and say his piece. That chtnnel must be
nondiscriminatory, it must be noncommercial, it may not make any charges at
all except for live production costs of over five minutes in the studio. In addition,
the CATV system is required to have the minimal equipment and facilities
necessary so that the public can use thischannel. Second, federal regulations
require provision of an educational television access channel, which must be
provided by the-CATV system free for the first five years after the completion
of the system's trunk line cable. The purpose of the free five-year period, accord-
ing to the _ C's reports, is to encourage the innovative use of educational tele-
vision on cable-systems. Third, there is a requirement that new systems must
have, a "government" channel which also must be free for five years after the
completion.of the trunk line. Fourth, there Is the requirement that cable systems
musthave at least one "leased" channel available for any purpose at all, on
either an hourly basis oron a total channel leased basis. There is one other fea-
ture of this accesschannel proposal: The delivery- of nonbroadcast signals. That
is the requirement Imposed by the federal government for an expansion-of that
access channel capability, provided that on .80 percent- of the weekdays (Monday
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:through Friday) the channels are-used for 80 percent of any three hour period
in that time, for six,-weeks running. The CATV system has six months within
which to provide an additional-channel for these uses. If that access user can
supply -the product to fill that channel he can then spill over into these -other
clannels uiitil- 80 percent of the time in any three-hour period for 80 percent
of the weekdays is filled; then he is entitled, to still another channel, and that
will go on and on a-: the demand increases.

There are operating rules .which the FCC has provided for these channels.
For example, on the ETV channel, there can be no commercial advertising, there
can be no lottery information, there can be no indecent orobscene. material, and
records of the use of these educational channels must be kept by the cable system
operator for at least-two years.

There is one other area that I think might be -of interest to you. There are
franchise standards adopted-'by the FCC in their concern about the proper rela-
tionship between the local and the federal governments. Every new franchise
must weigh, in a full public hearing, the applicants' qualifications, as to their legal
competency, their character, financial capability, and technical capacity. The
franchise must require that there be significant construction of a CATV system
within one-year, and the FCC says that they think about 20 percent per year is
reasonable. There must be an. equitable and reasonable extension of tMle trunk
line in every succeeding year until every -person in the community is capable of
being served, and the CATV system must reach a substantial percentage of. its
franchise area. The FCC also-provides that all new franchises must be of fifteen-
year duration. There must be approval by the city fathers of an initial subscriber
rate, and approval of requests for increases in that rate, including the installation
rates and the subscriber rates. There also.must be in every new franchise a pro-
cedure for the investigation and resolution of complaints and tiihere must be
ma-intenance of t a local busiuiess office or agent by the CAT\ system in the com-
munity for that purpose.

CATV systems operating as of March 31. 1972, are grandfathered, that isthey
do.no. hav:e to comply with. these regulations until March 31 of 1977, or until
the end 'f. their franchise period if.it is earlier than that' date.
,.In haddition, the regulations also contain -the following rule, found at 47

C.F.R. § 76.7 (a)<...
On petition by a cable television- system, a franchising authority, an

applicant, permittee, or licensee, of a television broadcast, translator, or
microwave relay station, or by any other intereSted'person, the Commission
may waive any provision of the rules irelating to cable television systems,
impose additional oi different requiremenits, or issue a ruling on a complaint
or disputed question. (Emphasis added.)

Thus, the extent of the FCC's regulatoiy power over CATV system operations
appears virtually unlimited except by constitutional protections.

NC?.~ believes that many of these regul!,tions are for the protection of tele-
yisioa r,-oadcasters and copyright proprietors and do not benefit CATV or the
publi interest. The CATV industry has learned to live with mostof them, how-
ever,.and they should be useful in your deliberations, as we will show later.

Despite the r,, Mlatory restrictions on CATV, the industry has grown because
it provides the additional time and program diversity that the public w-ants.
There are approximately 2,900 cable systems in the United States. There are
about 151 systems, having less thah fifty subscribers, for which no subscriber
data is aiailhble. But -f6r 2,749 systems, i'e find informative the data on cable
systems by numbers of sulscribers served: &36 systems are in the 50-499 sub-
scriber category; 524 s.stems are in tile 500-999 subscriber category; 5M02 sys-
tems are in the.1000-1999 subscriber category; 404 systems are In the 2000-34.9
subscriber categorv; 163 systems are in the 3500-4999 subscriber category ; 215
systems are in the 5000-9999 subscriber category; 83 systems are in the 10000-
19999 subscriber category,; and 22 systems 'have over 20,000 subscribers. We
hasten to point out that these data are approximations, since even'the Federal
Communications Commission with over seven and one-half years of regulatory
esperience has had difficulty in asseiibling i.sable, hccdrate data. Incidently, this
is one reason why DNCTA favors the creation of a Copyright Royalty Tribunal,
to assemble and .weigh informationgathered to issist'in the periodic adjustment
of statutory.royalty fees for CATV.

As sCTA reviewed the prospects for changing the existing copyright statues
in order to impose copyright liability on CATV systems, it was apparent to us
that certain basic factors must be considered. Those factors can be summarized
as follows. The basic CATV system merely provides its subscribers with a service
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for improving television reception. Copyright control would discriminate between
those television viewers who need no special equipment and those who do, and
between those television viewers who erect their own antennas (sophisticated or
simple) and those who choose to utilize the-CATV service. Further, the CATV
operator has no control over the content of the programs its subscribers receive
and does not know what copyrighted works will be included in any given pro-
gram-nor does he know who the copyright owner is. Unless a statutory com-
pulsory license is granted, clearance plans or blanket licenses would not prevent
certain copyright 'owners or licensees from charging exorbitant fees and thus
gaining control over the much smaller OATV industry. Moreover, the royalties
now being paid by broadcasters to copyright owners are based, generally, on
the size of the audience reached-including CATV subscribers. Copyright owners
and broadcasters are thus benefitted, at CATV's- sole expense, by expanding the
audience and therefore the revenue, and additional rvyalty payments by CATV
represents windfall gain. On the other hand, duplicatifig programs, subject to
regulatory requirements, are required to be blacked out thus protecting the copy-
right owner/broadcaster market, but subjecting CATV to conflicting require-
ments if S. 1361 (as introduced) were enacted. Without some changes in the Bill,
CATV operators would be forced'to choose between violating the copyright law,
violating the regulations of the Federal Communications Commission, paying
copyright owners and broadcasters whatever they asked to avoid litigation, or
going out of business.

With that background in mind, we turn to the context of copyright law revision
itself. The history of copyright law revision is revealing. The first copyright law
of the United States was enacted in 1790, by the First Congress, as an exercise
of the constitutional power to promote progress of science and arts by- securing
to authors and inventors the exclusive right to their products for a limited time.
(U.S. Constitution, Article I, Section 8). Comprehensive revisions of the copy-
right law were enacted in 1831, 1870 and in 1909. The 1909 copyr' ' t revision is,
basically, the present copyright law. Numerous attempts at p. rtial copyright
law revisions failed over the years but, after World War II, the United States
cooperated in the development of the Universal Copyright Convention, and be-
came a party to that Convention in 1955. That same year, pressured mounted for
a general revision of the U.S. copyright law. The Copyright Office conducted
studies which resulted in the 1961 study entitled "Report of the Register of Copy-
rights on the General Revision of the U.S. Copyright Law." In 1964, H.R. 11947
was introduced, but died at the end of the 88th Congress. In 1965, H.R. 4347 was
introduced; it too died. In- 1967, H.R. 2512 and S. 597 were introduced, both of
which contained Section 111 which treated CATV. H.R. 2512 passed the House
and was referred to the enate after Section 111 was stricken from the bill, H.R.
2512 and S. 597 both dieu at the end of the 90th Congress. S. 597 was reintroduced
as S. 543 in the 91st Congress and was amended to form S. 644 which died at the
end of the 92nid Congress. S. 644 was reintroduced as S. 1361 in the 93rd Congress.

Section 111 of the Bill, dealing with cable television remains the same as it
was in S. 644. As we understand S. 1361, TV and radio stations generally are
treated as primary transmissions and cable television systems generally are
treated as secondary transmissions.

The bill contains numerous sections which affect CATV. As examples, Sec-
tion 101 defines "Audiovisual Works", "display", "perform", "publicly" and
"transmit"; Section 106 relates to exclusive rights in copyrighted works; Chapter
5 relates to infringement and remedies; and Sections 801 and 807 relate to a
copyright royalty tribunal; as well as Section 111, relating to secondary trans-
missions. All are key parts of the Bill affecting cable television.

All -commercial cable television systems would be required to pay copyright
royalties based on gross receipts from subscribers to the basic reception service.

I Every three months cable television systems would have to file with the Copy-
right Office a report identifying the system, the signals carried, the number of
subscribers, and gross receipts from the basic reception service. Based on the
information ln those reports, systems would pay royalties quarterly by the fol-
lowing schedule:

'One percent of gross quarterly receipts of up to $40,000.
Two ipe-.cent of gross quarterly receipts of $40,000 to $80,000.
Three percent of gross quarterly receipts of $20,000 to $120,000.
Four percent of gross quarterly reecipts of $120,000 to $160,000.
Five percent of gross quarterly receipts of over $160,000.
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The royalties would cover payments for "grandfathered" signals, local signals
(Grade B), said signals provided under the Bill's adequate-service, statutory
license scheme. For each signal authorized by the FCC, in addition to those
provided to achieve more adequate service, a surcharge of 1% would be added.
Systems outside of any television markets (market is defined as a predicated
Grade B signal contour of a TV station) would have a statutory license to re-
ceive any broadcast signals.

"Adequate service" is split at market number 50. For markets 1-50, adequate
service is all network television stations, three independent stations, and one
ETV; in markerts 51 and smaller, adequate service is all networks, two inde-
pendents and one ETV. Construction permits are not included in the complement.
No "leapfrogging" would be permitted -unless a waiver was obtained from the
FCC.

Where the center of the cable system is within 35 miles of a top-50 television
market, run-of-the-contract exclusivity protection for "syndicated" programs
must be given to local stations against distant stations. Where the center of the
cable system is within 35 miles of a non-top 50 television market, protection of
"syndicated" programs must be given only if the program had never been broad-
cast in that market. Where programs were blacked out, the FCC could authorize
signals to enable the substitution of a non-protected program.

The Bill also provides for a sports "blackout" of organized professional team
sports event unless a local station is transmitting the sports- program.

The Bill contains a mechanism for adjusting royalty fees every five years. A
copyright proprietor or user could request a Copyright Royalty Tribunal to ad-
just fees, which fees if adjusted would be referred to the Congress. If, within
90 days, the House or Senate does not rescind the fees, the new schedule would
go into effect 91 days after the first 90-day period.

Hotel or apartment house 'MATV's distributing local signals without direct
charge; instructional closed circuit systems; common, contract, or special carriers
not controlling program content; and, government owned or nonprofit CATVs
would-be exempt from royalty payments.

The.statutory license could be lost if the system failed to file the appropriate
reports with the Copyright Office or if the s ,tem did not observe the ex-
clusivity provisions, or if the system did not observe the sports "blackout."

Certain definitions are left for annual review by the FCC, based upon criteria
in the Bill, and the FCC is permitted to regulate cable television systems in any
matter not inconsistent with the Bill's provisions.

The Bill also provides for remedies for copyright infringement, including
injunctions, impounding and destroying copies (tapes or films, etc.), suits for
actual damages, suits for statutory damages (from $100 to $50,C00 per infringe-
ment depending on the circumstances), and criminal penalties ranging from
$2,500 to $10,000 in fines and one year's imprisonment for each offense.

The source of copyright protection is · promote the progress of the arts and
sciences by giving authors and inventorb an exclusive right to the products of
their creativity for a limited period of time (U.S. Constitution, Article I, Section
8). Copyright protection has a twofold pu.)ose: To encourage literary creativity
and to promote dissemination of knowcledge to the public. Traditionally, more im-
portance is attached to the latter purpose. (Fox Film Corp. v. Doyal, 286 U.S. 123,
127 (1932)).

As was pointed out in the legislative history of H.R. 2222, 60th Congress, 2nd
Session, in 1909, it is necessary to strike a balance between encouraging creativ-
ity through a limited monopoly and the ultimate, paramount interest of the
public in unrestricted freedom to use the works of others aftt.r the authors have
harvested their rewards. Thus copyright legislation is not primarily for the bene-
fit of the owner of a work, but is for the benefit of the public.

Through the reception and distribution of television broadcast.signals, CATV
promotes the dissemination of knowledge to the public. But the reception and
distrbution of television broadcast signals has brought several legal issues into
f,,aJl. One of the first concepts to emerge was that CATV systems were engaged
in "unfair competition" when they carried programs without permission or pay-
ment. This. theory was judicially tested in the United States District Court for
Idaho. KUTV,.lnc. v. Cable Vision, Inc., 211 F. Supp. 47 (D. Idaho, 1962). That
Court held that when a CAT' system carried programs from a distant television
station into a community where a local television station had an exclusive con-
tractual right granted by the program owner to broadcast the programs locally,
the CATV system was engaged in "unfair competition." This decision was re-
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versed by the United States Court of Appeals for the Ninth Circuit, which held
that the only judicially protectable rights, if any, in programs were the copy-
rights. Cable Vision, Inc. v. KUTV, Inc., 335,F.2d 348 (9 Cir., 1964).

Meanwhile, in 1960, a group of owners of copyrighted motion pictures decided-
to litigate their claim to copyright royalties for CATV carriage. A suit was
accordingly instituted in the United States District Court for the Southern
District of New York against two CATV systems. Initially, the District Court
decided in favor of the copyright owners, United Artists Television, Inc.. v. Fort-
nightly Corp., 255 F. Supp. 177 (S.D.N.Y., 1966). This result was sustained by
the .United States Court of Appeals for the Second Circuit, Fortnightly Corp. v.
UniteZ Artists Television, Inc., 377 F. 2d- 872 (2 Cir., 1967). However, the
Supre me Court reversed this decision, holding that CATV's reteption and distri-
bution of television broadcast signals carrying copyrighted programs to sub-
scribers does'not constitute a "performance" needed for a violation of the Copy-
right- Act. Fortnightly Corp. v. United Artists Television, Inc., 392 U.S. 390
(1968). The Court stated that CATV systems were more in the nature of the
passive receivers, like a rooftop antenna; than active performers.

The next chapter of this history began in 1964 when the Columbia Broadcast-
ing System sued TelePrompTer Corporation, also in the United States District
Court for the Southern District of New York. That-suit was held in abeyance
until after the Supreme Court's decision in Fortnightly. CBS has tried to distin-
guish the facts in Fortnightly by claiming that a CAT'V system becomes an
active performer when it imports distant television signals, uses microwave to
obtain signals, interconnects with other CATV systems, originates its own pro-
grams, or sells advertising. The District Court rejected all of these contentions,
holding instead that Fortnightly was dispositive of the issue. Columbia Broad-
casting System v. TelePrompTer Corp., 335- F. Supp. 618 (S.D.N.Y., 1972). This
result was reversed in part by the United States Court of Appeals for the Second
Circuit. Columbia Broadcasting System v. TelePrompTer Corp., 476 F. 2d 338
(2 Cir., 1973). That Court held that where a CATV sysLtem was carrying a
"distant" television signal, such carriage stepped'over the linegof paqsive recep-
tion to become a "performance." The test for a "distant" signal was stated in
the negative, i.e., a signal is "local" if it can be received in or near the CATV
community. The lover court was sustained in all other respects. Both parties
have asked the Supreme Court to review the Second Circuit's decision. Should
this decision stand, several other issues remain to be litigated, e.g., specific
application o2 'distant" signal test, validity of program copyrights and extent
of damages.

There is yet another factor which has been raised before this Subcommittee
for its consideration in fashioning copyright revision legislation. The so-called
"Consensus Agreement" or "OTP Compromise."

For your convenience, the copyright provisions of the OTP Compromise
follow:

A. All parties would agree to support separate CATV copyright legisla-
tior. as described below, and to seek its early passage.

B. Liability to copyright, including the obligation to respect valid.exclusi-
vity agreements. will be established for all CATV carriage of all radio and
television broadcast signals except carriage by independently owned systems
now in existence with fewer than 3500 subscribers. As against distant signals
importable under the FCC's initial package, no greater exclusivity may be
contracted for than the Commission may allow.

C. Compulosry licenses would be granted for all local signais as defined
by the FCC. and additionally for those distant signals defined and author-
ized under the FCC's initial package and those signals-grandfathered when
the initial package goes into effect. The FCC would retain the power to
authorize additional distant signals for CATV carriage; there w6uld,
however. he .no compulsory license granted with respect to such signals,
nor would tha, FCC -oe able tc limit the scope of exclusivity agreements as
applied to such signals b.eyond ,he limits applicable to over-the-air showings.

D. Unless a schedule of fees covering the compt:lsory licenses or some
other payment mec! a'lis. can be agreed upon between the copyright owners
and the CATV ov .rs in time for Inclusion in the -new copyright statute,
the legislation wt,'d simnply provide for compulsory arbitration failing
private agreenlent-on cop.vi ghtfees.

EF. Broadcasters, as well as copyright owners, would have the right to
enforce ex..lsvity rules-through court: actions for injunction and monetary
relief.
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Let me hasten to add that the Congress was not a party to this so-called
compromise, nor to our knowledge was it consulted with, nor is it bound by
the terms, in any way.

Let me also point out that the Federal Communications Commission did
not adopt rules which comported in all respects with that "compromise." Notably,
at the urging of television broadcasters in the Rocky Mountain region, a very
important part of the Compromise (relating to network exclusivity) was
sabotaged before -the final Federal Communications Commission rules were
adopted. Furthermore, Broadcasting magazine. in its February 14, 1972, issue
reported that the licensee of KVVU-TV, Las Vegas, Nevada. had sought court
review of the FCC's new rules with an eye toward obtaining their reversal.
In addition, major broadcast elements, i.e., CBS, did not support the
"compromise."

It should also be pointed out that the FCC's position on legislation, announced
in a letter from Chairman Dean Burch to Senator John 0. Pastore, dated
March 11, 1970, and to the best of our knowledge still in effect today, is as
follows:

"For example, the concept of 'adequate television service' in S. 543,
defined as precisely as it is, or the use of fixed mileage concepts like the
35-mile zone for program exclusivity, or the inflexible FCC non-duplication
requirement specified, may not be legislatively sound, even recognizing that
in some respects there is some authority given the agency to make future
revisions. The approach which has been taken in the Communications
Act seems preferable to us-namely, the Congressional determination of
general guidelines, with th., 'jommission left to develop and, most important,
revise detailed policies to implement those guidelines in the light of rapidly
changing communications technologies, and with Congress overseeing such
Commission activities, particularly through the legislative hearing process.

"We therefore believe that clarifying legislation in this field should set
forth general guidelines and eschew detail. This approach, we believe, may
also be employel as to any copyright legislation dtalirig with CAT'V. Such
legislation can be broadly framed-for example, the Congress could adopt
a provision that a CATV' system, shall have a compulsory license for such
signals as the Commission, by rule or order, may authorize the system to
carry. The copyright law could then specify the appropriate amount to be
paid, or method of determining the amount, a method for distributing the
funds thus paid in (e.g., a so-called "_SCAP-B.II" methodj, a provision
for periodic adjustments in the amounts to be paid, and any exemption
for existing small systems deemed desirable."

With the benefit of observing the various threads just mentioned, we can turn
to the fabric of copyright revision affecting CATV. I must point out, that because
of the complexity of the subject matter, it is most difficult to achieve unanimous
agreement on the approach to be followed. In this hearing !loever, I will present
NOTA's positions and the rationale for them.

The single most vexlous issue is that of establishing a fair schedule of royalty
fees to be paid by CATV systems in return for receiving the statutory copyright
license.

Over the past five years the iCATV industry has supported legislation imposing
copyright liability on CATV systems .for the carriage of off-the-air broadcast
signals. NCTA bommitted itself to seeking passage of fair and reasonable copy-
right legislation. With respect to the payment of royalty fees, -N'"A offers the
following comnments on various aspects of Section 111 of S. 1361.

STA'TUTORY LICENSE FOR COPYRIGHTED PROORAMS

:Once:oa copyright holder has permitted the sale of his product for broadcast
-use, equity dictates that (ATV systeims should -be allowed to receive broadcast
signals with6ut alteration provided appropriate payment is made. OATV systemiis
would, therefore, have reasonable access to broadcast programming.

A typical television -broadcast station carriesfover 5,000 programs per year.
A typical CATV system carries at least five television stations, and often several
radio stations. Thus, it i. -administratively impossible to negotiate with every
copyright owner prior to reception and distribution of programs. A CATV system
also has absolutely no way of knowing in advance what programs are protected
by copyright since a cable system is a passive reception device.
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A practical solution to overcome this problem is legislation, granting CATV
systems a statutory license. There is ample precedent for compulsory licensing
since ASCAP, BMI, and SESAC contractually grant them to networks, local
broadcasters and others for all musical works. Subsection (c) of Section 111
provide for a statutory license for programs on all permitted broadcast signals.

The regulatory provisions of subsection (c) are rendered unnecessary by the
FCC's 1972 Cable Television Report and Order. NCTA submits that no other
limitations on the FCC's authority to authorize further signal carriage should be
substituted.

ONE FIXED STATUTORY COPYRIGHT FEE FOR CATV SYSTEMS PAYABLE TO ONE
CENTRAL DEPOSITORY

Copyrights are held by thousands of people and ownerships of copyright
changes daily. The burden for CATV systems to negotiate pr. :- and terms with
each copyright owner would be overwhelming. Thus, a fixed fee payable to a
single point is essential. Such a fixed schedule gives the copyright owner an addi-
tional fee for his product and the broadcaster a strong bargaining point for
reduction of his fee. This is provided for in subsection (d) of Section 111. Under
other provisions of S. 1361 other interests, such as juke box owners, would-also
pay a fixed fee to a central point.

EBSTABLISHMENT OF A STATUTORY COPYRIGHT TRIBUNAL FOB 'FUTURE ARBITRATION

To overcome objections to a fixed fee schedule for the life of the statute,
Chapter 8 of S. 1361 establishes a copyright royalty -tribunal. Three years after
the statute is 'n effect and then every five years thereafter, any interested person
can petition for an adjustment in the fees. The tribunal, after hearing evidence
of the previous period of experience, would make a recommendation en the pro-
posed adjustments. This will allow a practical market determination of fair rates
in years to come, and the CATV industry supports this provision. as written.

AN INITIAL FEE SCHEDULE SHOULD BE SET BY CONGRESS

Section 111 provides for a progressive copyright fee schedule of 1 to 5 per-
cent of gross revenues from the basic cable service. Consequently, the larger a
CATV system becomes, the greater the percentage of its revenues to be paid
as a copyright fee. As pointed out above, S. 1361 provides a mechanism for peri-
odic revision of the fee schedule. The CATV industry supports the Congressional
establishment of the initial fee schedule in the legislation along with the provision
of compulsory arbitration procedures for future adjustments.

Some parties have suggested altering Section 111 so as to have even the initial
fee schedule set'by an arbitration tribunal. The CATV industry views this as an
erroneous approach for several reasons. First and foremost, sufficient empirical
data simply does not presently exist to permit arbitrators to fairly establish an
initial fee schedule. Up until quite recently, CATV merely served as a master
antenna for smaller and more remote communities in order to improve reception
and/or provide program diversity. The financial performance-of this traditional
CATV operation is well known. However, the gross dollar volume of this portion
of the industry is not large and will not increase a great deal. Hopefully the gross
revenue that CATV will ult!,oarely attract in the cities will be much larger.
The real target for cable is thc top 100 teitv!qion markets. About 85% of the
American people live in these markets, a;d CAr'V presently serves about 2%
of this number. The principal reason for thls state of affairs has been the regula-
tory posture of the Federal Communications Commission. In the mid-1960's, when
CATV technology began to permit cable development in the cities, fear of CATV's
potential impact on broadcasting led the FCC to enact a series of restrictive
regulations culminating in an absolute freeze on new CATV development in the
larger markets lasting from December, 1968, to March, 1',72. In 1972 the-FCC at
last opened.the door to major market CATV development. But that development
is not happening overnight. First, the local franchising -process and subsequent
FCC approval takes many months. Second, large amounts of money must be
found to finance construction. Third, construction takes time even in small com-
munities. And finally, even a constructed system takes a year or two to develop
in a market. In other words, the CATV industry-still-has little evidence on how
well it will do in the bigger cities, or whether, in fact, it will do well at all. Such
data will not be available in any meaningful quantity for a few years.
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What does exist, in great quantity, are projections of CATV's growth in the
cities. These projections vary widely from rosy optimism to gloomy pessimism.
These are educated guesses at best. Since there are few facts, and-Puich speeula-
tion, arbitration at this time would be mere conjecture. The only logical way to--
proceed is for the Congress to set an initial, moderate set of fees with arbitra-
tion after facts have been developed. The Subcommittee's procedure in Section
111 is clearly correct.

AM1OUNT OF FEES TO BE PAID

lThe OATV industry does believe that the fee schedule set forth in Section
111 establishes fees which are too high for most CATV systems. A recent study
by Dr. Bridger Mitchell entitled "Cable Television Under the 1972 FCC Rules
and Impact of Alternative Copyright Fee Proposals" supports this position (see
Attachment A). This study assesses the profitability of CATV in the major
markets under the current FCC rules and then gauges the impact of three pos-
sible copyright fee schedules. Dr. Mitchell found that the effect of the fee schedule
in Section 111 would be to reduce the rate of return on total capital a full per-
centage point for profitable and near-profitable systems. In all but a few situa-
tions this reduction drops the rate of return below the generally accepted neces-
sary 10%. For example, large systems on the edge of large markets will earn a
10-13% rate of return, large systems in middle markets will not earn more than
10%, and intermediate and small systems will be only marginally profitable. Thus
a one-point reduction in the rate of return could be devastating. Beyond that, of
course, is the fact that a one-point reduction in the rate of return on total capital
will effect the return on equity to an even larger extent because of leverage.
This effect is multiplied when the costs of borrowing increase. This could easily
result in the postponement or cancellation of the riskier big city cable con-
struction. Thus because of the fairly restrictive nature of the FCC's rules and
the marginal viability of big city CATV systems, the investment environment may
well be adversely affected by copyright payments at or above those required 1]
Section 111.

Criticism of Dr. Mitchell's study has largely been centered on certain key
assumptions related to revenues. These criticisms are generally without sub-
stance. For example, Dr. Mitchell assumed a mature penetration figure of be-
tween 35 and 40% using a study made by Dr. Rolla Park for the Rand Corpora-
tion wherein Dr. Park estimated CATV demand in various markets under the
FCC's 1972 rules. Critics say that penetration will be significantly higher. That
is possible, but Dr. Park's study is the best estimate available, and it is not in-
consistent with other forecasts. Other figures used by Dr. Mitchell can be ques-
tioned too, but his- overall results are conceded by many observers to be quite
valid. The CATV industry hopes that the more optimistic studies will be coirect,
but if the present thinking proves true, then Section 111's initial fee schedule is
too high.

In the May 15, 1973, issue of Cablecast, economist and analyst, Paul Kagan,
points out:

"Consider the enigma of the motion picture company: friend to the cable
operator as a potential box office partner and foe to the cable operator over
differences in copyright payments for distant signal importation.

"In its role as foe, the Motion Picture Assn. of American has disttlbuted an
economic study to discredit a previous cable industry report that s-owed how
little CATV can afford to pay for copyright.

"Understandably, the MIPAA study shows how rich a cable company Is. and
thus -how easy it would be for CATV to meet copyright owner demands for as
high as 16% of a cable company's gross.

"We have 'compiled a list of fallacies in the MPAA study including its dis-
regard of startup deferrals in computing operating costs of a cable system; its
equating of merger/acquisition values with projected operating results and its
basic conception that cable companies are not courting bankruptcy, and are
indeed among the best investments now known to man.

"A prime example of the vulnerability of the MPAA study is this statement
from page B-4:

'Most systems do not report financial statistics to the public since their
securities are not publicly traded.'

Because of this, the study concluded, it was not possible to work .:ith precise
CATV operating cost data.
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"Had MPAA's economists simply read CABLECAST, of course, they might
have .learned that the 15 public companies we regularly follow have over 3.3
million subscribers, .or nearly 48% of all the cable homes in the-country. Quite
precise operating cost data is liberally sprinkled in the public-record.

"Copyright payments are limited by the constraints of operating a cable sys-
tem that are known to anyone who-has ever studied a cable system. There are
only so many nickels you can extract from one dollar of revenue..

"Because of the sundry other bills the modern cable ssytem must pay, includ-
ing a stiff microwave fee just to get the distant signal, it isn't likely the copyright
owner is entitled to more than one of those nickels (i.e., 5% of gross revenue).

'"It's curious that the MPAA study infers cable systems will be able to sub-
sidize distant signal copyright fees from possible future pay TV income. Curious
because motion picture producers are also negotiating forcefully for maximum
percentages on pay TV revenue.

"All signs currently point to the subsidization of pay TV terminals and mar-
keting of pay TV services not by the-motion picture company, but by the cable
company, at the cable company's ri8lc.

"Considering the dollars iL: olved in the pay cable future, movie companies
would seem ill-advised to extx .ct excessive tithes from other cable operations,
unless of course they hoped to control cable revenues without having to take
ownership of the actual franchises.

"Perhaps we are-simply witnessing a titanic struggle between economic forces
over the sharing of tomorrow's entertainment medium pie.

"Or perhaps it is merely a case of the British asking the Hessians to help them
subdue the colonies, but first charging the Hessians three-times the going price
for musketballs."

But even beyond the validity of predictions, the effect of Section 111's fee
schedule is severe as applied to' the existing 'industry's financial rosture. Since
nearly 90 percent of the nation's television households are within the top 100 tele-
vision market areas, it is clear that the copyright owners anticipate that nearly
all of their incomes from copyright fees will be obtined from the revenues gen-
erated in the major markets. Cable development in the major markets is thus -vitar
to the copyright owner. How soon those markets are developed and how sool
significant subscribed penetration is achieved should be obvious matters of con
cern to him.

Most cable systems of any size, that is over 3,500 subscribers, are owned by the
multiple system operators. These entities are in the forefront of the companies
currently building cable systems in the major markets, oit holding major cit4¶
franchises, or seeking franchises from major market cities. Thus the effect oj
copyright payments on the earnings of these companies is crucial -to the major
market development of cable television.

To asce-tain the effect of the face schedule on the multiple system owner, NCTA
asked eight of the largest MSO operators to determine from their most recently
available fiscal:quarter reports the total amount of copyright fees that would be
payable by their cable systems if S. 1361 were in effect today. They were also
asked to determine what percentage of their pre-tax income was represented by
the copyright fee payments. The responses ranged from 7.5 percent to a-high of
32 percent of pre-tax income, averaging out at 19 percent per company: Com-
pany A., 32 percent; Company B, 31.2 percent; Company C, 22.8 percent: Com-
pany D, 20.6 percent; Company E, 14.5 percent; Company F, 11.8 percent, Com-
pany G, 11.4 percent; Company H, 7.5 percent.

This average reduction of nearly 20 percent of pre-tax income through copy-
right fei payments would have a serious adverse effect on the already limited
ability of these companies to borrow funds from investment sources. And the
resulting. lower net income would reduce the number of dollars that would
go back into iew ,system construction. With eroded borrowing power and reduced
income, the pace of new system development is, bound to suffer and further
contribute to the already delayed development of cable television in our major
cities.

Even without the added burden of high copyright fee payments, most large
cable companies are faced with the prospect of declining earnings in the next
several years as construction costs for major market cable systems outpace
subscriber growth. Cable system costs in the metropolitan areas bear nfo rela-
tion to traditional cable construction costs inthe smaller markets. FCC tech-
nical requirements as to channel capacity and "two-way' transmissiondcapability
add to these costs. While on the other hand, FCC television station carriage rules
and regulations protecting the in-market. stations' programing serve to limit the



diversity of broadcast television programs a cable system can provide, making
it more difficult to attract subscribers in the percentages of acceptance enjoyed
in the older cable communities.

Obviously, under these conditions-assuming the proposed fee schedule to be
in effect-copyright fee payments as a percent of pre-tax income would, of
course, become increasingly larger than the: average-of about 20 percent today,
compounding annually the problem of borrowing for and building tomorrow's
cable systems. Nothing could be more injurious to the expectations of the public,
the cable system entrepreneur, or the copyright owner than-,to place upon
the cable operator, at this.particular moment of CATV's growth, an unreason-
able demand upon his already strained financial resources.

Giver the burden of high copyright fee payments,-the cable operator would have
60, recourse but to pass the-burden on to the subscribing public, which is already
beset by rising prices for other goods and services. Higher subscriber services
charges would serve no useful end for the cable operator or the copyright owner.
Cancelled subscription and potential subscriber resistance to inflated subscriber
fees would combine to stifle growth and reduce the revenue source from which
the copyright owner anticipates his fee and from which the cable operator derives
his livelihood.

The copyright owners-chief among which are the.motion picture producers-
would also have adversely affected their expectations for profit from pay tele-
vision motion picture services. Induced interest among potential subscribers to
basic-cable services reduces the base from which added-services income can be
derived, while a slowdown in metropolitan cable construction delays the time
at which these services can be introduced in the major markets.

The independent operator currently serving -in excess of 3,500 subscribers
and the independent owners of proposed systems of whatever size are as-much
financially threatened by the size of proposed copyright payments as is the
multiple system operator. Thus it would seem prudent to reduce Section 111's
initial fee schedule by perhaps 50% and permit the process of future abitra-
tion, as provided for in Chapter 8 of S. 1361, to exact greater fees should the
facts so warrant.

Nevertheless, the CATV industry is willing to-support the present schedule
of copyright royalty fees, contained in Section 111 of S. 1361, if that is the
fair judgment of the Congress.

We would, however, like to point out our best assessment of the distribution
of 1971 gross income of $19.6. million from television station purchase of
syndicated (not.network) pr6grams shows $49.9 to $53.9- million dollars profit
to program owners or 25 to -30 percent profit margin. Since NCTA is not privy
to broadcaster-program owner financial agreements, we base our assessment of
$179.6 million on TV Station Annual Financial Reports for the year 1971 (FCC
Form 325) as released by the Research Branch, Broadcast Bureau, Federal
Communications Commission. The disbursement percentages of gross income are
an accepted averaging of the typical disbursements of syndicated.program in-
come, as expressed by one of the nation's largest program producers/distributors
of network and syndicated programs. Of this $179.6 million, $53.9 million to
$71.8 million (30-40% of gross) went to the distribu' ir and $18.0 million (10%
of gross) wentas direct costs of distributor as payment for such services as
preparation of videotapes, promotional advertising, etc.: $89.8 million to $107.8
million (50-60% of gross) went to the owners of syndicated programs; of which
an estimated 50% of the dollar amoutlts was disbured to talent (writers,
directors, actors, etc.) in the form of residual fees: leaving $49.9 million to
$53.9 million (2.5300%)-as profit to the program owners.

In addition to the income received by the owner of syndicated programming,
each broadcast station televising the programs receives, through sale of com-
mercial time, advertising, income aboye the costs paid by the station for its
syndicated programming-which provides additional profits (to the station) from
the syndicated programming.

We now turn to other aspects r f the Bill. Section 111(b) makes the secondary
transmission of pay-television (STV) an act of infringement and fully subject
to civil and criminal penalties. But-the rules and regulations of the Federal Com-
munications Commission require CATV systems to carry all television broadcast
stations, -If within a given geographical area set out before, regardless of whether
the station is a commercial broadcaster or an STV station. Here again, the
CATV system would be faced with -violating the copyright law, or -violating the
rules of the Federal Communications Commission, paying whatever the program
supplier or- broadcaster asks to avoid litigation, or going out of business. Fur-
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ther, Section 111(b) has only regulatory overtones-not copyr',,t. Prohibiting
secondary 'transinissions of Pay-TV does not benefit the copyright )wner nor the
public, since the copyright owner would be paid by both thoe >T' 1'.)adcaster
aiid the CATV-operator (under the statutory fee schedule) and ',te -iulic could
choose to watch that program if he chose to pay the S'TV ope-.,toi for it. We
suggest that this is a matter for regulation and not for Lhe co, .riEght law.

Section 111(a) (1) provides an exemption from copyright liabil .y fbrmaster
antenna systems. We submit that there is no rational distinction, in the eyes of
tile laiv, between MIATV systems and CATV systems w-hich receive only "local"
signals. Each receives the same benefits from the copyrighted programs, and
to be fair to copyright holders, each should pay royalties under the statutory fee
schedule. Further, it would be unfair to subject CATV systems to-payment of a
copyright royalty if an apartment house owner in the same area was not re-
quired to pay. It seems more prudent public policy to leave these two reception
and distribution facilities on an even competitive footing by striking Section
111(a) (1).

By the same token, Section 111(a) (4) exempts non-profit and government
owned CATV systems from the requirement to pay fees. Here, again, it would
seem more prudent public policy, in light of our national policy encouraging
priva,e enterprise, to leave these two reception and distribution facilities on an
even competitive basis by striking Section 111(a) (4).

We are cognizant of, and completely. agree with the Chairman of this Sub-
committee when he stated on introduction of S. 1361, in remarks found at
S5615 of the IMarch 26. 1973, Congressional Record:

Section 111 of the legislation approved 'by the subcommittee contains a
comprehensive resolution of the CATV question, including both regulatory
and copyright matters. The subcommittee adopted such a comprehensive
provision in response to the recommendations of the then Chairman of the
Federal Communications Commission. When Mr. Dean Burch became Chair-
man of the FCC he consulted the suibcommittee concerning the development
of coordinated procedures by the Conlgress and the Commission to facilitate
a resolution of the CAT\' issue, and to permit the orderly development of
the-cable industry. Under the effective leadership of Chairman Burch sub-
stantial progress has been achieved in creating a constructive cable televi-
sion policy for this Nation. The regulations adopted by the Commission are
generally consistent with the recommendations made by the subcommittee
in section 111 of the copyright bill. It is therefore anticipated that when the
subcommittee processes the revision bill, it will eliminate those provisions of
a regulatory nature that were the subject of the recent FCC rule-making
proceedings.

The subcommittee determined that the public interest justified, and prac-
tical realities required, the granting in certain circumstances of a com-
pulsory license to perform copyrighted works. The subcommittee approved
such licenses as part of the cable television, mechanical royalty, jukebox
royalty, and performance royalty sections of the revision bill. With respect
to each of those issues, the subcommittee decided that the Congress would
determine the initial royalty rate, and that a Copyright Roy .'tv Tribiinal
would be established for the purpose of making periodic- revie .d adjust-
ament of the rates.

It has been proposed that special treatment should be accorded the cable
television royalty issue. The principal justification for this position is a
private agreement developed by Dr. Clay T. Whitehead, Director of the
Office of Telecommunications Policy. The Whitehead agreement has been
generally interpretated as seeking to eliminate the Congress from any
role in determining cable television royalty rates. Even though public law
places copyright affairs exclusively in the legislative branch, neither the
Copyright Office of the Library of Congress, nor' the House or -Senatesub-
conmmittees having jurisdiction in copyright matters, were represented at
Dr. Whitehead's meetings.

We therefore urge that "provisions of a regulatory nature that were the sub-
ject of the recent FCC rulemaking proceedings . . ." be eliminated in order
that regulatory flexibility be maintained for now and in the future and in order
to minimize the chance for conflict between requirements placed on CATV sys-
tepms. If the Subcommittee so desires, we will be most pleased to supply recom-
mended statutory langage ot accomplish'that purpose.

We believe, however, that the Subcommittee has accomplished a well-research-
ed, thorough, and fair resolution of strictly copyright matters. We do, recon-
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mend that the provisions relating to a sports "blackout." (Sect ion 111(c) (4) (c))
containing both anti-trust and communications policies, should also be eliminated
for reasons which others will detail later in these hearings. For now, we sug-
gest only that such matters be left to the Federal Communications Commis-
sion or other appropriate bodies where the benefits of flexibility can be main-
tained.

Subject to our previous comments on the amount of copyright royalty fees,
we favor the adoption of Section 111(d) as .ritten. We believe that the lan-
guage of that subsection leaves regulatory m:. tars properly in the hands of
the administrative agency charged with the responsibility of regulating com-
munications, with all of the advantages of adn.inistrative flexbility inherent
in that approach. We also believe that it fully complies with the FCC's posi-
tion on legislation contained in Chairman Burch's March 11, 1970, letter to
Senator Pastore. Most importantly, we believe it to fully serve the pubiic interest.
We do suggest, however, that in order to allay the burden of copyright Pay-
ments on small, family owned, single cable systems, systems of 3,500 subscribers
or less be exempt from the payment of copyright royalty fees, and that an ap-
propriate amendment be made to accomplish that purpose.

We also support- the provisions of Section 111(e) as written, save for clerical
adjustments to reflect the elimination of the regulatory aspects previously men-
tioned. Here again, the public interest will be sprTed by allowing the Federal
Communications Commission the latitude and flexibility to regulate an emerging
and rapidly changing communications technology, yet giving all parties a forum
to pursue whatever relief is deemed appropriate.

With respect to the definitions contained in Section lll(f) (1), we suggest
changes in the definitions, deleting the present lan&gage and substituting there-
for the following:

"(A) A "primary transmission" is an audio, video, or audio/video broadcast
of a work subject to enforcement of the remedies provided by this Act. made
to the public by a facility the signals of which are being received or ful met dis-
tributed by a cable system, regardless of where or when tl:e performance or
display was first transmitted.

(B) A "'secondary transmission" is the further distribution of a "primary
transmission" by a cable system simultaneously with the primary transmission.

(C) A "cable system" is any facility providing a cable service which in whole
or in part receives signals transmitted by one or more broadcast stations licensed
by the Federal Communications Commission and simultaneously distributes
them by wire or cable or radio to subscribing members of the public within a
political subdivision within which the facility operates."

With respect to the other definitions contained in Section 111(f) we believe
them to be sufficiently precise, and in any event subject to review and.change
by the Federal Communications Commission.

In order to be fully consistent throughout the Act, we suggest that Section
110(5) be amended by add.:ng:

"Or (C) The transmission is made consistent with the purposes of Section
111 of this Title."

We believe that this slight addition will clarify the relationship of secondary
transmissions to the dissem-ination of educational television programs to the
public in the event they wish to substitute the CATV reception and distribution
servio for an individual receiving antenna.

Finally, we submit that no limitation should be placed on the reception of
programs by way of CATV' whichll are not copyrighted or subject to copyright.

In conclusion, I wish to thank the members of this Subcommitt~,e and its staff
for providing the public witll a Bill so well drafted that it requires, in our judg-
ment, very little change from what has already been noted in the intruductory
remarks of the Chairman which I have previously quoted.

I believe this Bill, if enacted, will not be easy for the CATV industry to live
with-but NCTA believcs that it well protects the public's interest-and, it is
that interest which we must all strive to serve.

Thank yout for your courtesy and consideration. If we may be of further
service in providing additional information or suggested statutory language,
we shall be most pleased to do so.
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INTRODUCTION

Final rules of the Federal Communications Commission

governing cable television service in the 100 largest television

markets went into effect March 31, 197?, following six years of

FCC proceedings during which development of CATV service in major

cities has been effectively blocked by interim regulations pro-

hibiting the importation of distant television signals. The

rules as effective allow limited importation _o occur, varying

with the size of the market and the locally-receivable signals,

but at the same time provide broad "exclusivity" protection to

local stations for their programs, thus requiring cable systems

to delete programs from the imported signals.

No provision for payment of fees by cable systems t.o the

copyright owners of television broadcast programming shown on

those systems is included in the FCC rules, and under the

Fortnightly / decision cable systems are not liable for copyright.

Nevertheless, the Commission anticipates congressional legislation

to require copyright payments and would regard its enactment as a

reaffirmation of the FCC s regulatory program toward cable tele-

vision.

1/ Fortnightly Corporation v. United Artists, 392 U. S. 390 (1968)
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This study assesses the profitability of cable television

in the major markets under the final FCC rules and determines

the impact of alternative copyright fee schedules which have been

proposed. Our research builds on the computer simulation method

and detailed cost and revenue data developed by Comanor and Mitchell

in their published study of the impact of the FCC rules as pro-

posed in July 1970. We have considerably modified and expanded

their work to include the following:

... . the March 1972 FCC rules

. . .more accurate and detailed predictions of penetration

in major markets

. . . the effect of the exclusivity provisions on penetration

. . . a comprehensive set of cable system parameters encom-

passing market type, available signals, system location

and subscriber and construction characteristics

.. . .four alternative copyright fee schedules (including

no fees)

In outline, the analysis of CATV profitability focuses on a

number of market and sistem characteristics which can be identified

as typical or representative of a cable system if it were to be

constructed under current rules. By varying the characteristics

(e.g., system size, or lineup of local signals, or housing density)

over a comprehensive set of characteristics, the outlook for cable

in nearly all parts of the major markets can be assessed. In this

4
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analysis, costs and prices have been measured in 1970 values;

costs, revenues and rates of return are consequently in "real"

terms. Except for rules changes since July 1970, cost figures

are based on Comanor and Mitchell's detailed report. Throughout

this study when -discussing the size of a cable system we refer

to che number of subscr .ers in its fifth year of operation, at

which point it-has virtually achieved its final size.

Our ar i1ysis includes revenues from subscribers, determined

by penetration rates dependent on local and distant signals

carried, and a realistic amount from advertising on a local origi-

nation ch3nnel. No revenues or costs have been attributed to the

development of leased channels.

All systems considered in this study are newly constructed.

The effect of potential copyright fees on existing systems in

comparable market circumstances would be somewhat different only

in the short run. For several years, these already-built systems

would experience reduced profitability and the systems' owners

would earn lower returns than they had anticipated. At the same

time, revenues would still exceed operating costs, so that the

original s;3tems would not actually go out of business. But

subsequently, when the systems required rebuilding, the copyright

fees could make reconstruction unprofitable, since nearly the same

investment considerations apply either to rebuilding an existing

system or to constructing the same system in a similar but unwired

community.
5
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MARKET CATEGORIES AND SYSTEM LOCATION

In examining the probable effect of variou ,prcvisions for

payment of copyright fees we will consider separately the

characteristics of typical cable systems in four types of markets:

the top 50 markets, markets ranked 51-100, markets below 100,

and areas located outside television marker.s. The FCC rules permit

different signal carriage in ench of these situations, and impose

differential requirements affecting system costs. In addition, the

density of housing, the prevalence of underground utilities and the

level of family income also varies by market size. A tabular

summary of these major market characteristics is set forth in

Table 1.

As R. E. Park's econometric findings i/ strongly demonstrate, the

location- within the market is also of fundamental importance to

determining penetration levels. For this study we therefore sub-

divide each of the markets 1-50, 51-100, and 100+ into typical

"middle market" and "edge market" systems. Middle market

locations are close to off-the-air signals, while edge market

systems are approximately half-way between the transmitter and the

B-contour limit of the local signals. (The forth category, an

"outside market" system, is necessarily at or beyond the location

of a typical edge market system.) Thus the typical systems to be

analyzed fall into one of seven boxes in the following matrix:

2/ "Proepccts for Cable in the 100 Largest Television Markets"

6
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N., Market

Type
Locaton I 1 - 50 51 - 100 101 + Outside

Middle

Edge .

Within each box, indicating a specific market type/system

location, we further consider the two or three most likely lineups

of available local signals. While we have not reported every

combination which can occur, the cases tabulated are representative

of the majority of signal patterns to be encountered and they

cover a degree of variation sufficient to include most other

possibilities.

8
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CABLE PENETRATION

At the time Comanor and Mitchell's research was under-

taken virtually no reliable statistical information was available

to quantify the effects on cable penetration of the number, types

and quality of local signals available, the additional cable

signals provided, the price of cable service and the incomes of

potential subscribers. That study provided estimates of most of

these variables by use of multiple regression analysis on a randomly

selected sample of 149 systems drawn from the Television Factbo6k.

The authors noted that these systems were largely outside of

the top 100 markets or in areas of quite poor reception, or both.

Projection of penetration in the major markets under the then-

proposed FCC rules (allowing four distant independent signals)

was recognized as subject to considerable error.

Since publication of the Comanor-Mitchell paper the measurement

of factors determining penetration has been advanced considerably

by Park in his study "Prospects for Cable in the 100 Largest

Television Markets." Park uses statistical techniques closely

related to those employed earlier. He improves on the Comanor-

Mitchell study in three major ways:

First, all 63 cable systems analyzed by Park had at least

three A-contour, good reception-quality signals available off-

the-air.
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Second, all datawere verified with system operators by

telephone interview, insuring greater accuracy than available

from only published sources.

Third, two improved measures of signal quality were incor-

porated into the analysis. Distance of the cable system from

each transmitter was explicitly included, and UHF signals were

measured separately to account for more rapid signal attenuation

with distance and the absence of UHF tuners in some households.

The complete penetration equation as estimated by Park

measures the effects of the following variables:

..... number of off-the-air VHF signals, with separate
categories for networks, duplicate networks, inde-
pendent, educational and foreign signals; by distance
from transmitter

..... number of off-the-air UHF signals, by the same
categories; by distance from transmitter; with
measurement of UHF set penetration

..... nuber of cable signals, by the same categories

..... color set penetration

..... annual subscriber price

..... annual family income

Park's research is particularly appropriate to the present

assessment of the effect of alternative copyright fee schedules

on the viability of cable systems in the major markets. In pro-

jecting penetration rates for the systems studied here the average

figure predicted by Park's equation has generally been used, since

10
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this represents the central experience to be expected in the

major markets. In addition, a selected number of intermediate

sized systems have been analyzed using penetration rated 33%

greater than predicted on average. Such increased penet.ration

is definit iv atypical, and would be expected to occur in only

about one out of ten market situations, because of factcs not

fully accounted for in the penetration equation.

11
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DENS ITY

Density, the number of homes per cable mile, can vary

considerably from one potential franchise area to another.

Comanor and Mitchell reported an average density of 95 within

major markets, and 79 outside, in their sample of Factbook

systems. More recently available data for a number of munici-

palities in the Dayton, Ohio and Boston, Massachusetts areas are

tabulated in the appendix. Fo. systems in this study we have

assumed somewhat higher densities than considered by Comanor-

Mitchell, ranging from 80 homes per mile outside of television

markets up to 200 homes per mile with 20% of plant underground

in the central areas of markets 1-50.

In practice, of course, both higher and lower densities

will be encountered. But the tendency to a substantially higher

figure for any important number of similar systems is unlikely

in view of the FCC's emphasis that it will not authorize carriage

bf broadcast signals by systems which do not serve all parts of

the community. ._/

2/ Federal Register, p. 3276, S180

12



4038

TIE EFFECT OF THE EXCLUSIVITY RULES

The new FCC rules require cable operators to "black-out"

numerous classes of programs on imported signals when those-

programs are also shown by a local station. The degree of pro-

tection provided varies with the type of programming and may

extend up to two years. For our purposes the primary effect of

these rules is to reduce the attractiveness of distant signals to

subscribers and thus reduce cable penetration. Aside from pro-

viding for one channel-switching device for each imported signal,

we have not allowed any additional costs of performing the blacking-

out function itself,-keepim, records, etc.

At this writing, evidence on the magnitude of the exclusivity

effect is limited.'to a preliminary study by R. E. Park, "The

Exclusivity Provisions of the Federal Communications -Commission's

Cable Television Regulations." From detailed program listings for

four stations---two networks and two independents---plus partial

listings for ten other stations, Park synthesizes the expected

proportion of a broadcast week that a distant signal would be

blacked out. A portion of his findings are reproduced in Table 2.

Park's results indicate, for example, that in those top 50

markets in which local service provides three networks and one

independent, the cable system importing two additional independents

will-be required to black them out about 39% of the time. If it

imports a third independent (on a stand-by basis, since the rules

13
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TABLE 2

PERCENTAGE OF TIME DISTANT SIGNAL CHANNELS ARE BLACKED-OUT

Number of Distant
LOCAL SIGNALS Number of Stations From Which

Distant Signals to Choose

Markets 1 - 50 Allowed 2 3 4 5 6

3 network + 2 51% 35% 26% 20% 16%

2 independent

3 network + 2 39% 24% 15 11 8

1 independent

3 network 3 52 27% 15 9

Markets 51 - iOO

3 networks 2 16% 6 2 1 0

Source: R.E. Park, "The Exclusivity Provisions of the Federal

Comruxications Commission's Cable Television Regulations,"

Table 2, p.5.

14
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allow only two distant signals at any moment on the cable) and

"fills in the blanks" where possible. it can reduce the blacked-

out time to about 24%. Importing a fourth independent further

reduces this to 15%, etc. The boxed-in figures represent the

expected effect when no stand-by signals are imported.

The impact of the exclusivity rules on subscriber penetration

is likely to be at least as great as the reduction in -viewing

hours. Programs receiving protection will be predominantly those

with large audiences, many of whom would value an earlier or

alternative viewing date or time which cable could otherwise

provide. Nevertheless, lacking data to refine an estimate of this

effect, we assume that exclusivity protection is equivalent in

its impact on penetration to a proportionate reduction in the

number of full-time distant independents carried on the cable,

using the appropriate boxed figures from Table 2.

Will it be profitable for a cable system import stand-by

independent signals? The costs of additional imports will rise

as the CATV system must go further to find each additional inde-

pendealt Concurrently, the proportion of time that can be filled

in with each extra signal is declining. The exclusivity rules

thus place the cable firm in a situation of sharply diminishing

returns as regards additional penetration from distant signals.

Generally, tha answer will be "no." Exceptions may occur where the

15



441

stand-by independent has particularly attractive programming,

or when importation costs are less dependent on distance, as

could occur with satellite transmission.

Regarding importation costs, we have assumed for all systems

in this study that distant signals are delivered by cable

system-owned microwave links of 50-100 miles per channel

imported. Average distances to the first and second closest

independents (in the top 25 markets) are tabulated in the appen-

dix. These averages range from 91 to 208 miles to the closest

signal, and 125 to 325 miles for the next closest for several types

of markets. Thus the microwave cost estimates used here must be

considered generally low, although they may be closer approximations

for markets with several closely spaced systems which pool their

microwave facilities.

16
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COPYRIGHT FEE SCHEDULES

In the analysis which follows we consider four alternative

fee schedules for payment by cable systems to copyright owners.

Schedule 1 is the baseline case of zero fees. Schedules 2 and

3 levy successively larger fees as the system's revenue grows.

Schedule 3 (incorporated in Bill S.644) begins at 1% of subscriber

revenues, and rises to 5% of revenues exceeding $640,000 annually;

Schedule 2 is exactly half o$ Schedule 3. For the fourth Schedule

we consider a flat fee of 16.5% of subscriber revenues, regardless

of the size of annual revenue. The exact details of these fees are

set forth below and in the accompanying figure 1.

Copyright Fee Annual Subscriber
Schedule No. Revenue

1 2 3 4

0% .5% 1% 16.5% of 1st $160,000
0% 1.0% 2% 16.5% of 2nd $160,000
0% 1.5% 3% 16.5% of 3rd $160,000
0% 2.0% 4% 16.5% of 4th $160,000
0% 2.5% 5% 16.5% of remaining revenue

In comparing systems in different market circumstances and with

alternative fee schedules, we keep unchanged the subscriber price

as well as the system size and other attributes of the CATV service.

Cable television systems have some of the attributes of a "natural

monopoly," flowing principally from their high fixed-low variable

17
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Figure I

Alternative Copyright Fee Schedules
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cost nature. But, in practice, the behavior of

czble systems is increasingly limited by local and federal reg-

ulation, and e competition among firms for franchises. Both of

these forces sharply restrict the ability of cable firms to adjust

price or output at will.

Present regulation and competition for new franchises, plus

the threat of more extensive regulatory action if firm behavior

is perceived as excessive, has kept monthly subscriber rates

virtually constant in current prices uver several years. Seiden,

in 1970, found .tost recently franchised systems charging between

$5.00 and $7.00 per month. In their sample of Factbook systems

Comanor and Mitchell reported a mean price of $5.n0 per month.

Park in 1972 has an annual average price of $63 for his sample of

A-contour cable systems. The assumption that moderate cost increases,

including copyright fees, cannot be passed on in the form of higher

prices is consistent with the recent market experience.

Assuming no price response by cable firms if a 16.5% surcharge

were imposed requires further discussion. Firms would doubtless

make strong representations to local authorities about the need for

higher prices, and bids for new franchises would quote higher

rates. But granting f. he moment that regulators allowed part

or all of the surcharge to he translated into higher subscriber

rates, how would cable profits be affected?

19
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The answer depends primarily on how rapidly penetration would

decline as prices were raised; in technical economic terms, on the

elasticity of demand. If, for example, a 16.5% increase in price,

from $5.00 per month to $5.83, results in a 16.5% decrease in pene-

tration, say from 300/% to 25% of homes passed, then the higher price

has (approximately) j/ no effect on total subscriber revenue--it is

fully offset hy reduced demand for service.

A basic result of economic theory states that consumers' demand

for a service wll be increasingly sensitive to its price as more

and closer su_ Aitutes are available for that service. Thus house--

holds in areas with a diversity of broadcast signals, with generally

clear reception and with a variety of entertainment alternatives can

be expected to decline service rapidly as prices rise. This

availability of good substitutes for CATV describes most top '00

markets. The econometric work of R.E. Park confirms this degree

of price elasticity of demand in such areas; in fact, the figures

in the example above correspond almost exactly to Park's statistical

findings. _/ 6/

_/ Calculating the percentage changes, for convenience, in terms
of the original price and penetration, results in a slight
approximation. A more exact result is obtained using the
average of the old and new price and penetration.

_/ Park, "Prospects for Cable...", p. 140.
/ For a discussion of the effect of demand elasticity on maximum

rates permitted by a regulatory authority, see Comaner and
Mitchell, "The Costs of Planning: The FCC and Cable Television.

20
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How,then would cable systems' profits be affected by a 16.5%

copyright payment and a concommitant rise in subscriber rates?

Revenues would be unchanged, while operating costs would increase

sharply by the amount of the copyright payments. There would

be some small offsetting changes in other incremental costs,

resulting from the saving achieved by not serving the subscribers who

do not purchase service at the higher price. For typical systems,

there are rather small costs of installing additional drop lines,

additional maintenance and billing expenses and slightly higher

taxes and dues related to numbers of subscribers.

In consequence, the net effect of allowing higher subscriber

rates in conjunction with 16.5% copyright fee payments would be to

reduce rates of return to nearly t.!e same levels as would be

achieved by holding subscriber rates unchanged with the same 16.5%

copyright fees. In addition, penetration would be lower, providing

a narrower base for future leased-channel services capable of

generating additional payments from cable systems to program suppliers.

We remind the reader that the discussion in the preceedin-

several paragraphs assumed a degree of upward price adjustment which

has not been observed. In the remainder of this study we adhere

to a fixed monthly price of $5.00 2/ for maximum cable broadcast

service allowed by the FCC rules. 8/

An analysis of the profitability of systems under the alternative

assumption of higher rates and consequently reduced penetration

would yield approximately the same findings.

2/ Plus $1.00 for second television sets in 20% of households.
/ One other reminder may be in order. Since we are considering all

prices and costs in 1972 terms, increases in the monthly
subscription rate at about the rate of increase of consumer
prices generally will not contradict our observation that real
subscription rates cannot be adjusted.

21
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MEASUREMENT OF CABLE SYSTEM PROFITABILITY

To summarize the profitability of the typical cable systems

of this study we will calculate the (pre-tax) financial rate of

return on total capital invested in each system. The financial

(or internal) rate of return9/is the single comprehensive measure

of investment in a cable system. Unlike ratio measures for a

particular year (e.g. net revenues divided by total capital) it

correctly recognizes the opportunity cost of front-end financing,

i.e. that several years are required before systems achieve full

penetration, during which time invested funds are needed. Using

the financial rate of return permits us to compare the profitabil-

ity of funds invested in CATV systems with other types of invest-

ments, and thus the likelihood of cable systems being constructed.

The rate of return required to induce investment in a cable

system will depend on the proportion of total capital which can be

obtained through debt instruments and the associated borrowing

rates, and the minimum return demanded by equity investors. Be-

cause the cable industry more closely resembles a high-risk growth

industry than a public utility, at least at the present time, both

lenders and investors demand higher rates of return than for

seasoned investments.

2/ The internal rate of return is that discount rate which equates
the present value of revenues and costs over the lifetime of
the system. For further discussion, see Comanor and Mitchell,
"Cable Television and the Impact of Regulation," p. 184.

22
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For this study we have held both revenues and cost at 1970

price levels over the full life of the cable system. Financial

measures are consequertly in real (constant dollar) terms. The

corresponding rate of return concept is the financial return

which would occur if prices did not rise throughout the economy;

whereas in an inflationary period, investors expect price increases

and demand higher returns in money terms to compensate them for

the otherwise reduced value of their funds when their investment

is recovered. Thus if investors expect a 4% rate of inflation

to continue indefinitely and will invest in enterprises comparable

to cable television cally when they return 15% on average, the

required rate of return in constant prices would be 11%.

A detailed investment survey 1_/ of the CATV industry in late

1971 reports that mature cable companies with demonstrated earnings

have found long-term credit expensive, and that institutional

investors are looking for a 15% return as a combinaion of interest

and equity appreciation. As a standard of minimum profitability

necessary to generate investment in new cable systems, we will use

;: 100 constant-dollar financial rate of return on total capital.

This is ;n the low side of recent financing experience of established

CATV companies, and would therefore apply to new systems constructed

by the larger multiple system owners today. New CATV firms lacking a

track record will face higher costs of capital and will require

somehwat higher rates of return to justify their construction.

1O/ Falle & Stieglitz, Inc., "The Cable Television Industry."
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RESULTS--AN EXPMPLE

We are now prepared to analyze the financial results for typical

systems in the several market situations discussed earlier. For

each system, the computer simulates the complete revenue and cost

experience to be expected, using the parameters supplied by the

analyst. The detailed cost and revenue schedules have been built

into the Comanor-Mitchell computer program, modified to include

the changes in FCC rules, penetration and costs discussed earlier

and in the appendix of this study.

As an example, consider the abstract of the computer output

reproduced in Table 3 . Part A indicates that this example is

representative of a 25,000 subscriber system located near the middle

of a top 50 market. Density is assumed to be 200 homes per mile, and

family income $12,200. Annual subscriber rates are $62.40, correspond-

ing to $5.00 per month plus a small additional amount for second

sets. Since this is a central urban location, 20% of the cable

miles are underground, and standard local origination equipment

has been budgeted. Revenue from advertising on the cablecasting

channel has been estimated at $2.20 per subscriber annually. The

table of signals carried shows that 3 VHF networks plus one viewing-

test network are available off-the-air. In addition there is one

UHF independent and a VHF educational station. In addition to these

broadcast signals, the cable system imports two independents and
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one educational station. These signals are imported by microwave,

averging 3 hops of 35 miles each per channel.

Within five years the system is assumed to reach maturity, apart

from further growth due to rising incomes or enlargement of its

franchise area. Penetration is predicted to be 28.1% if the distant

signals are fully available, but 27.2% as a result of exclusivity

protection on the independent channels.

Part B summarizes the growth of penetration, subscribers,

and system revenue (including advertising) over the first 10

years.

In Part C we may assess the impact of copyright fees on pro-

fitability. For each of the four fee schedules described earlier

we report two rates of return--one assuming a 10 year average life-

time of capital, the second assuming 15 years. If fixed capital

equipment is replaced about every 15 years, this system will earn

a 10.4% real rate of return on total invested capital absent any

copyright fees. Alternatively, the statutory schedule (number 3)

reduces the rate of return to 9.3%, and the flat 16.5% fee lowers

returns sharply to 5.5%. A shorter lifetime for equipment reduces

these returns by 2.5 to 3 percentage points.

In the analysis below we report rates of returns based only

on 15-year lifetimes. Fifteen years represents a compromise be-

tween somewhat longer physical lifetimes for some parts of the cable

plant and rather shorter economic lifetimes of currently operating

systems experiencing technological obsolescence. It appears

unlikely that 20-channel systems built today will remain competitive

beyond 1985 without major rebuilding.
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RESULTS--IN DETAIL

The financial prospects for cable under the final FCC rules

and the impact of alternative copyright fee schedules are contained

in the seven tables which follow. While we shall briefly review

the major findings here, the reader should consult the tabulations

for particulars. Tables 4 and 5 report the expected experience in

middle markets of large and intermediate sized systems respectively.

Line 1 of Table 4 restates the example system discussed in

detail above. Lines 2. and 3 are for similarly sitzated cc.mnunities

with somewhat different sets of local signals. Penetration ranges

from about 22-27% and rates of return from 7.5 to 10.4% when there

are no copyright fees. Despite somewhat higher penetration rates,

systems in the second 50 middle markets earn lower returns, princi-

pally because of reduced density, while in the lowest ranked mar-

kets there is great variation, with profitable, 55% penetration

systems when one network is missing from the local signals.

Intermediate-sized systems in middle markets are decidedly

below the 10% rate of return needed to attract investment funds.

Except where quite large systems of 25,000 or more subscribers

can be built, central city areas of the major markets are not bright

prospects for cable under present rules, even without copyright

payments.
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The prospects for large systems at the edge of major markets

(Table 6) are brighter. In the top 50 markets penetration is in the

34-38% range with rates of return 11.0-12.6%. In the second 50

markets penetration ranges up to 45% with rates of return from 9.7-

13.4%. In the smaller markets and also the fringe (outside) areas

we find more heterogeneous results, with quite profitable CATV

possibilities where fewer than three networks are available.

The corresponding intermediate-sized edge systems are again

unprofitable in all 3 network cases. This indication of the im-

portance of large systems, or economics of scale in technical

terms, is developed in more detail in Table 8, by systematically

varying the size of the most profitable system from each of the

four market types in Tables 4-7. While large systems would seem

feasible in the major metropolitan areas, as of March 1971 only

20 systems had more than 20,000 subscribers and the largest had

less than 50,000 l/.Some fraction of these economies of scale can

be achieved when a series of smaller systems are under common

ownership and thereby realize savings from efficient use of

management and technical personnel and can share local programming and

and signal importation expenses.

The results presented in tables 4-8 are based on market, economic

and construction factors which typify t -ost common situations

which w i1 be encountered in middle and I locations of each of

the four types of markets. Of course, within each category there

will be a degree of variation, clustered around the typical situa-

ij/ Television Digest, CATV and Station Coverage Atlas.
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tions we have reported. Some communities will have higher incomes,

others will require extensive undergrounding, still others will

require high-cost local origination facilities, etc.

To measure the sensitivity of our findings for typical systems

to such variations, we have rerun all of the intermediate-sized

systems (tables 5 and 7) assuming that penetration ' one-third

greater than would be expected on average, for each set of market

characteristics. A variety of unmeasured factors can cause actual

penetration to vary above or below the average value predicted by

the penetration equation. In increasing the average value by one-

third we have in effect selected only the 10% of the cases in which

penetration is most favorable; in other words, nine out of 10 com-

munities having the same signal lineups, income, etc. will have

lower penetration.

Turning to the results in Tables 9 and 10we find that such

unusually high penetration is sufficient to produce at least one

profitable system in each type of market, at least if copyright

fees are absent. Thus, 7,500-10,000 subscriber systems have some

chance of earning a going rate of return in the top 100 markets

only when local circumstances produce unusually favorable penetration.

We turn finally to the financial prospects for cable when

copyright fees are required. The predominant effect of Schedule

3, the statutory fees proposed in S.644, is to reduce the financial

rate of return on total capital a full percentage point for profitable
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and near-profitable systems, and by somewhat less for systems well

below the 10% return level. Thus, in the example system (the first

line of Table 4) the rate of return falls from 10.4 to 9.3%.

A one-point change in the rate of return on total capital has a

considerably larger effect on equity holders. Suppose that one-half

to two-thirds of the cable system is financed by 8% i2,/ debt instruments.

Because of leverage, a 10% ret__n on total capital will then corres-

pond to a return on equity up to 13% or 14%. In consequence, a

decline to a 9% return on total capital reduce the return on

equity by two to three percentage points, Uepending on the capital

structure of the system. Changes of this magnitude are more than

sufficient to postpone or eliminate construction of cable systems

which otherwise appear marginally profitable.

The preponderance of evidence in Tables 4-10 is that large

systems at the edges of top 100 markets will earn a 10-13% rate of

return before copyright payments, large systems in middle markets are

not likely to exceed 10%, and intermediate and smaller-sized systems

will be marginally profitable only where special factors operate.

Copyright fees) at the level of Schedule 3, would significantly slow

the rate of growth of cable in the major markets, particularly in

middle areas with good quality signals and in edge market communities

of intermediate size.

12/ In an inflationary period borrowing costs would be higher by
approximately the expected rate of inflation
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Copyright fee schedule number 2 is exactly one-half the rate

of schedule 3, As expected, it has approximately half the effect

of schedule 3 in reducing the rate of return for all systems.

Schedule 4 is the flat 16.5% copyright fee. Ins effect on

rates of return is devasting. Of all variations studied in the top

100 markets, only a single system earns a 10% return--the 50,000

subscriber edge market 51-100 system in Table 8. Fee payments of

this magnitude would effectively halt cable growth in the large cities.
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CONCLUSION

The outlook for early development of cable television service

in the major cities is at best mixed. As compared with the rules

discussed two years ago, the final FCC rules more tightly

restrict the choice of broadcast signals a system can provide to its

subscribers.

Analysis of the important variations in potential market and

cable systems characteristics in these urban areas demonstrates that

only the largest systems, or multiply-owned systems of slightly

smaller scale, will be viable in the central city areas where off-

the-air reception quality is high, and then only under favorable

construction and penetration conditions. At the edges of these

markets returns will be sufficient to attract investment in the largest-

scale systenms, but systems of 10,OCO-15,000 will be profitable only

under especially favorable circumstances.

In an investment environment in which the majority of urban

households can be profitably wired for cable television service

only when atypically propitious cost and demand factors occur, to require

more than quite limited copyright payments will significantly retard

or halt CATV expansion in the urban markets. The proposed statutory

fee schedule in S.644 (up to 5% of subscriber revenue) would

generally lower rates of return on total capital a full

percentage point for systems in the profitable range, and in

an important proportion of cases its leveraged effect on equity

investors would be sufficient to create unprofitable systems.
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As expected, a fee schedule of one-half that in S.644

reduces rates of return on total capital about one-half a

percentage point. Fees of this magnitude would restrict

cable construction primarily in market circumstances where

returns are already limited for other reasons. In contrast,

a flat 16.5% copyright payment would create a decidedly

unprofitable investment climate Zor cable television through-

out the top 100 markets, far outw,. .hing the limited prospects

opened up by the 1972 FCC rules.
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'APPENDIX

Modified Costs and Revenues

Several cost items in the Comanor-Mitchell Report
have been modified for this study, either to take account
of the FCC rules as finally adopted or as a result of the
availability of more recent information. A brief summary
o' ' -se costs which were modified for all systems inves-

.1 in this report is presented below:

Local Franchise Tax. 5% of gross revenues annually.

FCC Fee. $35 initial fee plus $0.30 per subscriber
annually.

3. Channel switchers. One switcher included in capital
equipment costs for each imported signal.

4. Pole rent. All results reported here include pole
rent of $250 per aerial mile in top 100 markets,
$175 in other markets.

5. Local origination. We assume the Comanor-Mitchell
standard systems, with caItal costs of $38,000 and
annual operating expenses. of P4300, and for smaller
systems a minimum system, wit :apital costs of
$11,000 and operating expenses of $2500 per year for
live origination. All systems are assumed to provide
a time-and-weather channel.

6. Public service channels. The final FCC rules require
CATV systems to provide 3 non-broadcast channels for
non-commercial public access, educational access, and
government access respectively. The public access
channel is to be provided without charge, while the
other two channels will be free for five years. The
costs of meeting these provisions are taken to be an
additional 75% of the capital costs assumed for local
origination, plus $4875 per year for part-time tech-
nician salaries.
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7. The previously proposed 5% "public dividend" tax
for support of non-commercial broadcasting has been
eliminated.

8. Rate of subscribers growth over time. Park's recent
research on cable penetration completed after the
publication of the Comanor-Mitchell Report, indicates
a more rapid maturation of cable growth than was pre-
viously assumed. While the precise growth path has
not been definitively established, for this study we
have increased the rate of subscriber growth so that
the typical system reaches its mature size in the fifth
year. Thereafter, some additional growth occurs as real
incomes of potential subscribers are assumed to rise
at a rate of 2% per year.

As compared with Comanor-Mitchell, the effect of these
modifications is to increase the size of typical systems
in two ways:
a) study systems gain subscribers more rapidly in

early years;
b) the size of a study system is measured in its fifth

year, rather than its size after twelve to fifteen
years.

Figure Al provides a graphical comparison of the growth
curve used for this study and the earlier Comanor-
Mitchell study.

As in the Comanor-Mitchell Report, financial (internal)
rates of return are calculated for a firm of indefinite life
'ay assuming that the firm reaches an equilibrium of revenues
and costs after one 15-year lifetime, or generation, of equip-
ment. Thereafter, the plant is rebuilt periodically, while
subscriber penetration is held constant at the mature level.
The rate of return is generally robust with respect to exact
assumptions about conditions in later generations. Another
solution to this terminal value problem is to assign the firm
a va ue at the end of its first generation, based on operating
characteristics such as reveniues, subscribers, etc. For an
example of this method see L. L. Johnson, "Cable Communications
in the Dayton .iami Valley: Basic Report."
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The Penetration Eauation

Technical details of the penetration equation are
summarized below. For further discussion see R. E. Park,
"Prospects for Cable in the 100 Largest Television Markets."

log - Pen ) = -8.159 + 3.098 log XN + 0.290 log XD

+0.212 log XI + 0.298 log XE - 0.540 log XF

-1.473 log P + 1.398 log Y + 0.523 log C

where

1 + W.
Xi = 1

Xi1 + 0.731u U (1-dl.6) 1/1.6 + 7(l1dl1.6)l/1l6
Ui Vi

i = N = network
D = duplicating network
I = independent
E = educational
F = foreign

Wi = number of cable signals of type i

Ui = number of B-contour off-air UHF signals of type i

Vi = number of B-contour off-air VHF signals of type i

Pen= penetration = subscribers/households passed by cable

P = annual price

Y - median family income

C = color set penetration

u = UHF set penetration
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In order to use Park's estimated equation to predict
penetration for the typical systems investigated in this
report, representative values must be assigned to the
variables of the equation. The following values are employed
in all of the simulations:

P = $62.40, corresponding to the $5 per month plus $1
per month for 20% of subscribers as a charge for
second set.

C = 50%.'. The effect of varying color set penetration
is not estimated with sufficient precision to incor-
porate variations in color set ownership across dif-
ferent types of markets.

u = 80% if 0 local network UHF signals
90% if 1 local network UHF signal
95% if 2 local network UHF signals
99% if 3 local network UHF signals

F = 0. Foreign stations are not included among the
signals carried by study systems.

In simulating cable systems for this study, we consider
systems located in the central area of a television market,
where off-the-air signal quality is generally high, and out-
lying areas of the same market, where quality is diminished.
In tl penetration equation the distance variable d is a measure
of the reduction in quality. A d value of 0 corresponds to a
viewer in the certer of the magket, while a value of 1 rep-
resents a viewer at the B-contour of the off-the-air signal.

For the systems in this study we have used the following
values:

In middle markets:
d = 0 for local stations
d = 1 for viewing-test stations

In edge markets:
d = 0.5 for local stations
d = 0.75 for viewing-test stations
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Tables 9 and 10, "Ten Percent Most Favorable Penetration
conditions," are calculated using 133% of the penetration
implied by Park's equation above. This corresponds approxi-
mately to the penetration value at the upper 10% confidence
limit.
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STATEMENT OF GEORGE J. BARCO. GENERAL COUNSEL. PE.NNSYLVANIA CABLE
TELEVIS0ON Ass8CITION

Mr. Chairman, Members of the Subcommittee, I am George J. Barco. For
the past 17 years, I have served as General Counsel of Pennsylvania Cable
Television Association. Pennsylvania is the state in which the cable tele-
vision industry started, and there are some 300 CATV systems operating
in over 1,100 communities--more than' in any other state in the nation-
serving over 2,000,000 television viewers. It has been my privilege to serve as
National Chairman (then known as President) of National Cable Television
Association, and I was a member of its Board of Directors for 15 years. For
the past year, I have served as member of the NCTA Coypright Committee. Also,
for the past 20 years, I have been, and still am, a part owner andthe- president
of several cable television companies.

By way of further introduction, I believe I should state a disclaimer, for the
benefit of NCTA, and for the information of the Committee, that while I have
been an active participant in the affairs of NCTA over the years, the views I am
about to express on the copyright issue are my own, and in many respects do
not correspond with the officially adopted views of NCTA as an organization.
At the same time, let me state that I believe- my views reflect those of many,
many cable operators all over the country. There is no single matter which lhas
concerned the CATV industry for the past 7 to 8 years more thanir copyright.
Over this period, I have talked on a person-to-person basis with literally hun-
dreds of cable operators and virtually every. industry leader -on the subject.

Let me state finally by way of introduction that I view my task today as awe-
some and the situation for the cable industry as critical, if not desperate. In the
circumstances, I can only state the situation as I see it fully and' frankly to the
Committee, without regard to certain, existing predelictions, interests and ob-
jectives among tle forces interacting on the copyright issue, within and without
NCTA. I am very appreciative for this opportunity of doing so.

In October, 1968, the Board of Directors of the Pennsylvania. Association, fol-
lowing a careful consideration of the copyright issue, -adopted what has been
termed as the "Pennsylvania Position" on copyright. Its underlying principle is
simply that television signals received "off-the-air" should not be subject to the
payment of copyright fees so long as similar payments do not apply to reception
by conventional antennas. The Position recognizes that copyright fees should
be payable for copyrighted programs received by microwaving or similar long
distance transportation, and that such microwaving should-be subject-to regula-
tion in view of its impact on television broadcasting, copyright property rights,
and the interrelated market patterns of both.1

While recognizing the legitimate interests of many who are interiested in pro-
viding direct television program services, and a variety of- other 'ommunication
services in the metropolitan area by cable,- the Pennsylvania Position urges that
the television reception function for-"off-the-air" signals by CATV:should not be
colored by the possible future developments of cable television, nor should the
inherent rights in such reception be traded as a part of any compromise between
the conflicting interests concerned in large city cable television-development.

The Pennsylvania Position has received wide support in the industry through-
out the nation for.it was grounded on the basic concept and fact of CATV per-
forming the community antenna reception function for signals rec¢ived "off-the-
air". Further, it seemed incomprehensible that liability to copyright fees should
depend on the accident oftopography-or -in. the real life situation of the tele-
vision viewer-whether he- was living in the high area where a conventional
antenna did the job, or whether he lived behind the hills or along the river
where community antenna service was required or desirable to provide satisfac-
tory television reception. How could there be any justification for:requiring the
subscribers to make an additional payment to the copyright owner n;ho had
already -received paymentin.-his contractual arrangements for the broadcasting,
paid ultimately by -the television viewers-including CATV subscribers-in the
advertising costs of purchased- products? Besides, until recently the copyright
owners made repeated public assuranices that they were not interiested in pay-
ments related to such television reception ser;vices, but were interestedtin only the
large city markets where distant signals were to be imported.

Under the Pennsylvania Position. no copyright fees should be payable on reception
provided of three stations. with the three-major networks, and one independent staticn,
whether the signal is received "off the air" or by microwave, in the Interest of all me.n-
bers of the public receiving minimum television service.
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And most important of all, the Supreme Court of the United States in the
United Artists case made a determination, in June, 1968, recognizing and estab-
lishing in legal terms-the concept always understood by cable men in practical
terms by the very-nature of their operations.

Yet, in the intervening years from. 1968, the membership of National Cable
Television Association was sharply divided on the copyright, issue. One segment
considered any payment of copyright fees for signals received "off-the-air" an
infringement of very basic rights, for the reasons just mentioned. The other seg-
ment viewed payment of cop,, right "across the board".as the only realistic means
for-securing importation of distant signals thought to be necessary for the eco-
nomic viability of cable television for the large cities if- ad when such system
construction occurs.

To fully understand the circumstances of this division, it must be understood
that the membership of NCTA is not a homogeneous group; and _that while all
members of NCTA are-in the cable industry, a substantial number of them--and
particularly some large multiple system owners-also have-other interests which
are at variance withl CATV interests as such, as, fior example, television broad-
casting and copyrightinterests. It is not surprising that the persuasions of tmhe
copyright payment segment within NCTA have been weighted and influenced by
these interests and still are today.

As is well known, the event of decision came in November, 1971, in- the context
of the Office of Telecommunications Policy Compromise, which was approved by
the NCTA Board of Directors because it appeared to represent the-only available
basis upon which there was any possibility for removing the Federal Communi-
cations Conunission freeze on.cable television development, particularly in the
large markets.

Whatever, differences there may hlave been within NCTA over philosophy as
related to the regulatory scheme and- the payment for -copyright, I can state I
believe that every possible effort was made by the NCTA Copyright Committee,
and others of the CATV industry concerned with the implementation of this deci-
sion, to accommodate to the situation. I can state from my own personal knowl-
edge ~that the attitude, demands and conduct of those representing the movie
copyright-owners duringthe sessions which I attended were such that all efforts
to deal with them were vigorous exercises in futility.

The representatives of these-copyright-owners were completely uninformed as
to the nature of CATV operations, their financial aspects and the specific cur-
rent problems facing the industry; and they were evidently determined to
maintain their ignorance on these matters. Furthermore, they displayed a
callous disregard of the consequences of their exorbitant and totally unrealistic
demands. Thus,. when they were informed that our industry simply could not
pay the demanded 16% fees for movies alone, added to fees proposed for music
and other copyright of over 12%, the response was a blatant "pass it on to the
subscribers and tell them it is a cost of doing business."

When we attempted to- cite the absolute and-practical limitations to service
charge increases, by way of- clearances through the municipalities on whose
franchises the operation must depend, and by way of the business fact that
subscribers either could not-or would not-make such payments, the blunt
rejoinder was "just pass it on to the subscribers anyway."

I must observe that the FCC, in insisting on copyright payrent as-one of the
conditions to the easing of restrictions on CATV growth, placed a perhaps
unforeseen, but nonetheless, tremendous pressure on the CATV' representatives
in the bargaining process. The copyright owners were under no concomitant
burden, and, in fact, they maximized their'advantage by insisting, in effect, that
this condition amounted to a requirement that CATV settle on the terms.of the
copyright owners. In the end, it was painfully clear to even the most optimistic
and the most tolerant -of those representing NCTA that fair, realistic and -re-
sponsible dealing with the copyright owners had, been. and is an utter impos-
sibility.

Gentlemen, -I put aside completely my firm conviction that.copyright payment
for the reception of television signals received "-'off-the-air" is wrong in principle
and discriminatory in effect. I address myself now to the consequences of the
imposition of copyright payments which this industy.. simply cannot afford to
pay on its growth. development, and, yes, its survival. Let me capsulize the dif.
flculties of cable television operations today.

Of course, like all other business, w:e are plagued with increased costs in-
cident to the inflationary period in which we are living. Substantial basic costs
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like pole attachment fees currently are being increased from 40% to 70%
across the nation. FCC technical standards will require great expenditures in
system rebuilding in the next several years with correspondingly increased
operating costs. Compulsory cablecasting is still a requirement for systems over
3,500 and operating costs for even a modest operation run into tens of thou-
sands of dollars annually.

As against this spiraling f costs, there is a definite and absolute limit in the
possibilities for service charge increases, either because approval cannot be
secured from the municipality or other franchisiug authority, or-because the
market conditions will not support the increases, or for both reasons. At the
same time, there are converging interests by state and local governmental units
seeking control, restraints and services-sometimes duplicative,.sometimes incon-
sistent-all exacting upon the total resources of the cable industry.

Added to these problems of existing systems, new systems have the added
burdens of the staggering costs and special difficulties of system construction
and operation in the large and metropolitan city areas, and the feasibility and
acceptance of CATV service in such areas are yet to be established. The expe-
riences to. date in the New York-City and Akron, Ohio, systems are instructive on
the vicissitudes and hazards of such-ventures.

The Committee is being furnished with specific data on the overall financial
capacity of the industry. It is my sincere and firm opinion that even without copy-
right payment, the industry is entering into a tight squeeze situation in wh!ch-
it will have real difficulties to "hold its own," let alone to develop and grow.
Against these present day industry conditions, it is left for this Commission to
deal with copyright in terms of the consequences, something the copyright owners
refuse to do.

I respectfully submit that a proper concern for the interests of the subscriber
as a consumer demand that no copyright payment should be imposed which can-
not be absorbed by the industry, without passing the copyright charges to the
charges to the subscriber.

Aside from the fact 'hat for reasons indicated it may not be possible for these
charges to be passed on, it is unthinkable that the copyright owners should, in
effect, come into the very homes of the subscribers to secure additional payment
just because reception -is being provided through a wired system. Furthermore,
the disturbing fact is that in all of the deliberations within NCTA, in all of the
negotiations with the copyright owners, in all ol the hearings and discussions
with the FCC, the subscriber has .never been independently represented; and he
has never had an opportunity to be heard. I am confident that this Committee
will ict with due regard to the subscriber's interest, in keeping with the enlight-
ened present-day concerns for the-consumer who in the end supports the entire
enterprise.

Further, I respectfully submit that a proper concern for the future growth
and development of cable television and the services it can provide to the public,
demands that any copyright payment should be such that payment does not
restrain, impede or burden the industry's growth and development.

Nothing could more surely restra!n cable's growth than the prospect to inves-
tors that tle possibilities for recovery of capital and a reasonable profit incident
to the risks would always be subject to the vagaries and inordinate demand of
the copyright owners, who are, of course, not subject to any direct governmental
regulation.

And this industry must have the resources to do the research, the experimenta-
tion and development ivhich are necessary to transform the great expectations
for it into realization. I am pleased to report that up-to this time there has been
positive progress toward that realization.

Let me cite two examples. In Pennsylvania alone, following substantial expendi-
tures in time, money and effort for development and experimentation-which time
today does not permit me to detail-there are now some 53 systems conducting
regular cablecasting operations with a system for interchange of tapes by
bicycling. In this project, state government reports and political campaigning for
United States senatorial, gubernatorial and other statewide offices have been
provided for over one-half million homes. Arrangements have just been completed
for the production, of a regular report program for the United States senators
and representatives at Washington on the three-fourths inch format which will be
available for timely distribution throughout the systems.

The other example is .a further development from this bicycling effort and is
in the serious -planning stage. The project will take advantage of our beautiful
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Pennsylvania -hills where it all started by using them as a resource for sites to
provide a statewide microwave network which would link all of the cable tele-
vision systems (and school district educational centers where there are no-CATV
systems) for three channels of educational programming for all of the people
in Pennsylvania under the direction of the Department of Public Education. The
prospect is an exciting and attainable one, but we know that the cable participants
as a group will have to provide a substantial portion of the capital costs for the
execution of the project.

With; particular relation to the CATV copyright legislation presently under
consideration, ' am most appreciative of the efforts and concerns of which it is a
product. At the same time, I believe in view of the changing circumstances since
the legislation was first proposed, it would not be inappropriate for me to express
to the Committee certain basic matters which I believe should receive further
specific consideration.

(1) The compulsory license should extend to reception service of all signals
received "off-the-air".

In addition to the basic facts and principles which support this treatment,
noted earlier, it should be observed that the copyright owners utilize the great
public resource of the radio and television spectrum without charge. If the copy-
right owners choose to make use of the tremendous capability of this resource
for mass dissemination of their products, with corresponding increased coverage
and return, it is wholly unreasonable and unjustifiable for them to insist on.all
the benefits of-broadcasting and yet maintain the same control as if they had pro-
vided their own contained arena or exhibition hall.

(2) The copyright fee for reception service of signals received 'off the-air"
should be maximum of 1% to 2% and should be fixed statutorily.

For reasons indicated, there is really no justification for any copyright payment
for signals received "off-the-air," and this payment should be kept at a minimum
in view of the financial circumstances of the industry and the plain fact that to
the extent of any such payment, there must be a corresponding reduction in the
capability of the industry for research, development and growth. At all events,
this rate of payment should be fixed by statute, so that at least with regard to
this basic television reception service, the industry may ' ave financial stability
for the long growth requirements ahead.

(3) The copyright fee for reception service provided of distant signals trans-
ported by microwave should be established initially at one-tenth of 1% per
channel, this fee-being subject to-adjustment after an initial three sear period
by a negotiation procedure between the-parties, or in the event of disagreement,
by arbitration.

(4) In our view, arbitration is a wholly inappropriate and unsatisfactory pro-
cedure for establishing copyright fees for basic television reception service of
signals received "off-the-air."

For such.a determination, arbitration is an inexact and uncertain process with
no established guidelines or criterion upon which a sound decision can be made.
The continued survival and well-being of the industry should not be left to the
chance and power plays which are the only certain operating factors in the
process under the circumstances. The public interest i.l the premises, and particu-
larly in the growth of cable television. demands a degree of direct accountability
in the legislative process which establishes the copyright in the first place, par-
ticularly since copyright owners have no commitment to the industry or its future.

-On the other hand, providing reception of distant signals transported by micro-
wave or otherwise, being a matter of choice and a calculated risk for the CATV
companies that choose to do so, is properly subject to a bargaining process or
for the ultimate arbitration arrangement. The market considerations for both
the copyright owners and the CATV industry in these "extra services" should
make the industry negotiations a more balanced and effective process.

(5) There should be no exemption of copyright fees for any system on the basis
of size.

I know of no justification either in terms of costs or otherwise for different
treatment between systems based on size or among subscribersbased on the size
of the system from which-they are served. Any exemption, instead of being based
on size, sb uld be based upon an exemption for all systeras in terms of gross re-
ceipts, as. or exaniple, an exemption for the first $200,000.00 of gross receipts
from an .tegrated system operation, or some-other appropriate operational unit.
Further, gross receipts should be very specifically and dcearly defined to include
only receipts for reception service provided of broadcasted signals and should not
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include receipts attributed to local origination, direct program services, auxiliary
services, and the like.

(6) There should be no exemption of copyright fees for any system based on
the. cwrership and operating entity being a governmental body or non-profit
organization, or because the system is a part of a hotel, motel, apartment or like
operation.

(7) An exemption or credit should be provided by way of an incentive to
the development of cablecasting and local program originations.

One possibility is an exemption from gross receipts in- the maximum amount
of $50,000.00 for direct personnel and material costs incurred in such program
productions. Another is a credit against the copyright fees based on a percentage
of direct personnel and material costs iicurred in such program productions.

Senato McClellani, and- Members of this Committee: Everyone .believes that
the cable Andustry has a great potential for many new services for the people of
our nation. No one is more certain of this than those of us who have nurtured
the industry to its present status.

To fulfill the many promises of cable, we of the cable industry are willing-to
make a fair and reasonable accommodation on copyright for even off-the-air
reception! In my opinion, the copyright owners have been, and apparently still
are, unable to be properly concerned with the financial problems of our industry;
we, therefore, earnestly request that your committee carefully study all of the
relevant circumstances, in order that your final determination will make it pos-
sible for our industry to have the- financial stability to properly develop our
capabilities for service for the people of our country.

[Afternoon session, 2:05 o'clock, Wednesday, August 1, 1973.]
Senator nMCCLELL.AN. The committee will come to order.
Counsel, you may call the first witness for the afternoon session.
Mr. BRENNkAN. Mr. Chairman; the first issue for the afternoon

session is the proposed religious broadcasting exemption, which ap-
pears in section 112(c) of the bill. To facilitate the reading of the
record, I request that the text of 112(c) be printed at this -point in
the-record.

Senator MCCLELLAN. Very well.
That may be done.
[The material referred to follows:]

S. 1361

§ 112. -Limitations on exclusive rights: Ephemeral recordings
* * **

(c) Notwithstanding the provisions of section 106, it is not an in-
fringement of copyright for a governmental body or other nonprofit
organization to make for distribution no morethan one copy or phono-
record for each transmitting organization specified in clause (2) of
this subsection of a particular transmission program embodying a
performance of a nondramatic musical work of a religious nature, or
of a sound recording, if-

(1) there is no direct or indirect charge for making or dis-
tributing any such copies or phonor ?rds; and

(2) none of such copies or ph 'ecords is used for any per-
forirmance other than a single transmission to the public by a trans-
mitting organization entitled to transmit to the public a perform-
ance of the work under a license or transfer of the copyright;
and

(3) except for one copy or phonorecord that may be preserved
exclusively for archival purposes, the copies or phonorecords are
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all destroyed within one year from the date the transmission pro-
gram was first transmitted to thepublic.

* :* *

Mr. BRENNAN. To testify in opposition to this provision, we have
the counsel of SESAC, Mr. Albert-F. Ciancimino. ,

STATEMENT OF ALBERT F. CIANCIMINO, COUNSEL, SESAC, INC.

Mr. CIANCI31INO. Thankyou, Mr. Brennan.
Mr. Chairman, in, the relatively short time allotted, I shall try to

summarize the reasons supporting oar-position that section 11.(c) of
S. 1361 should be totally deleted.

With regard to the legislative history of 112(c), it first appears
on the scene as late as February 8, 1971, with the introduction of S.-644
by the chairman of this subcommittee. It was not included in any
prior legislation nor was it the subject of any study by the Copyright
Office nor any other governmental or nongovernmental body, nor to
my knowledge was such a provision ever contemplated by any legis-
lative or administrative body until shortly before February 8, 1971.

Just about every s!-nificant-section of S. 1361 has been the subject
of intense study and analysis; not so with 112(c). Lo and behold, in
1971 without any prior-notice or knowledge on the part of those repre-
senting the interests of copyright proprietors of music, it sprang into
existence and became part of the copyright revision bill.

Prior to today, there has never been any testimony at any prior
hearings concerning the merits-or pitfalls of this subsection. I there-
fore urge this subcommittee to weigh carefully the following reasons
why 112 (c) should not be enacted into law.

Section 112 (c) would exempt from infringement the making by a
nonprofit organization of no more than one copy or plienorecord of
broadcast programs containing nondramatic musical works of a reli-
gious nature for use in a single broadcast-by a licensed broadcaster. In
short, it places a limitation upon the copyright proprietor's right to
mechanically reproduce the work, which to my knowledge, does not
appear in prior case law or statute. There is no precedent for limiting
the creator's rights in the area of mechanical reproduction of his work
just because of the type of work he creates.

The current copyright law in section 1 (e) clearly grants to the copy-
right proprietor the exclusive right to make "any form of record in
which the thought of an author may be recorded and from which it
may be read or reproduced."

Several things are immediately clear from this language. First, there
was no intention on the part of Congress at the time section 1](e) was
enacted to in any way limit the copyright proprietor's right in the
form of recording because of the type of work which the copyright
proprietor creates, for example, a religious work.

Second, there was no intention on the part of Congress to limit the
author's right to certain kinds of recording, since the statute states
"any form of recording" and these are not words of limitation but
rather words of all inclusiveness. It would clearly refer to notonly
phonorecord, but also any type of magnetic tape or other reproduction
of the musical composition.

20-344 0 - 73 - 32



To the extent therefore that the National Religious Broadcasters
Association has circulated a nonlegal position which states in part
that '"The Copyright Law of 1909 on which SESAC's claims are
based, does not refer at all to magnetic tapes since these did not come
into existence until much later," we submit that such a nonlegal posi-
tion is both misleadin and inaccurate.

Proponents of 112 c) have also asserted that they are paying twice
for the same copyrighted music. We heard about the two tickets to
the one performance this morning. They claim this since the copy-
right proprietor receives performance fees as well as mechanical re-
production fees.

It is clearly stated in copyright law that the right to-mechanically
reproduce is a distinctly separate right from-the other rights-granted
copyright owners. The issuance of a performance right license does not
therefore, in and of itself, grant to the licensee the right to mechan-
ically reproduce. Conversely, a license to mechanically reproduce does
not carry with it the right to perform the work.

Now, Mr. Chairman, I have submitted citations in my prepared
statement to support those statements.

Senator MOCI;ELrAN. Very well.
Mir. CINCIMINO. Further, the mechanical reproduction license is

issued to and the fee paid by the program producer. The performance
of the program comes within the scope of the broadcaster's perform-
ance license agreement and is paid for by the broadcasters-so that
you have two completely independent rights being paid for by two
completely independent people: one for the right for mechanical re-
production and the other for the right to perform.

It is therefore somewhat misleading for the proponents of 112(c)
to allege that they are paying twice for the same music.

With regard to the structure of 112(c) itself, we submit that it is
unclear, ambiguous, and will, if- enacted, be the cause of extended
litigation. Section 112(c) exempts a work of a religious nature. The
term "work of a religious nature" is of extraordinary breadth. There
is no definition in the statute of such a term and indeed. it may very
well be impossible to come up with a meaningful definition.

Must a song refer to God or a supernatural being to be of a re-
ligious nature? Can a composition extolling the virtues of nature be
considered a religious composition? A theme which simply fosters the
concept of clean living and moral value, can this be a work of a
religious nature?

It would seem that whether a musical work is of a religious nature
in many instances will be, not in the eyes of the beholder, but most
certainly, in the ears of the listener.

Further, subsection (c) refers to a "musical work of a religious
nature or-of a sound recording." It would therefore appear to apply
to any sound recording which meets the subsequent conditions of the
section regardless of whether or not the musical work is of a religious
nature. Again, the lack of prior study and analysis is evident.

I am rather certain that this subcommittee does not intend to apply
112(c) to all musical compositions regardless of nature This I have
gathered from the announcement of the copyright office and intro-
ductory remarks of the chairman when S. 644 was introduced in 1P71,
and which referred to works of a religious nature
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Finally, there is-no definition of the term "transmitting organiza-
tion." There are definitions of "transmission program" and "transmit"
but not for a "transmitting organization." Query: does it include a
satellite? Is it limited only to radio- and television stations? These
are all questions that are left open.

These are the criticisms of the structure of 112(c), which I hone
will become immaterial when this subcommittee has full evaluated tbe
issues involved and has deleted the section in its entirety. There is
absolutely no justification for this section 112(c) exemption from
copyright infringement which in effect treats the creator of religious
works as a second-class citizen.

One who creates a religious copyright and' desires to live from the
profits gained therefromhas the same expenses as one who creates a
nonreligious copyright. He must pay the same amount for a loaf of
bread or a bottle of milk.

Why then the distinction in allowing the author of a nonreligious
work a broader-earning base than the creator of a religious copyright?
Why allow a program producer to distribute 4,000 copies of taped
programs to broadcasters throughout the country, that is one to each
broadcaster, without payment being made to those creators whose
religious music is being used ?

'With Public Law 92-140, this Congress in 1971 has expanded the
area of copyright protection, as it relates to the right to reproduce
sound recordings, when it passed what is commonly referred to as the
antipiracy legislation. The protection accrues to the benefit of the
company that owns the physical sound record ,. itself and guards
against its unauthorized duplication. It covers all sound recordings,
not just sound recordings of works of a nonreligious nature.

It does seem somewhat incongruous and unjust to extend such a
right to a person other than the author in sound recordings of a reli-
gious nature while at the same time enacting 112(c) which would limit
the author's right to mechanically reproduce the work if it be of a
religious nature.

We agree with the antipiracy legislation. In fact, as chairman of
committee 301 of the American Bar Association, I had the pleasure
of sponsoring a resolution which was ultimately passed by the Amer-
ican Bar Association in favor of such an extension of copyright.

I can only hope that this subcommittee will recognize the contradic-
tion and inconsistency of 112(c) which would limit, dilute, and erode
the copyright proprietor's rights. Again, why should the author of a
religious work be treated as a second-class citizen?

As a member of committee 304 of the ABA, I would like to advise
the subcommittee that committee 304 has passed the following resolu-
tion which it will- submit to the American Bar Association at its an-
nual meeting in Washington next week:

Resolved, That the section of Patent, Trademark and Copyright Law opposes in
principle any statutory limitation which would exempt from infringement the
making by a non-profit organization of recordings of broadcast programs con-
taining' non-dramatic musical works of a religious nature, for use in a single
broadcast by a licensed broadcaster.

Senator MCCLELLAN. Your time has expired, but you may continue
for a couple of minutes.

Mr. CriNCN wo. Thank you, Mr. Chairma.
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Specifically, the section of patent, trademark, and copyright law
opposesin its entirety section 112(c) of S. 1361.

I am pleased to report that on July 17,19.73, in Chicago, the above
resolution was approved by the council of the patent, trademark, and
copyright law section subject to ratification, by the section at the
annual meeting. Once approved by council, it is fair to say that it is
virtually assured of passage as an ABA resolution next week.

Mr. Chairman, I would like to submit as part of my written state-
ment letters from 23 outstanding publishers of gospel and sacred music
asking this subcommittee to delete section 112(c). I would also like
to take a few moments at this time to read the following brief letters,
some in part endorsing our position.

Senator MCCL ELLAN. Would you not like to have those letters printed
in the record, or excerpts ?

Mr. CIAN.CIXINO. Yes, Mr. Chairman. I would, however,:like'to read
brief excerpts from them at this time.

"From the Harry Fox Agency, we agree with the positions of SESAC that
inclusion of Section 112(c) of S; 1361 would be detrimental and contrary to the
legitimate interests of publishers and others," Albert Burman.

From the National Music Publishers Association, and again, these
are publishers that go far beyond the scope of religious music, Mr.
Chairman. -

"The National Music Publishers Association agrees with the position taken by
SECAC concerning Section 112(c) -of .S. 1361." Leonard Feist.

From the Music Publishers Association:
At a board meeting of this association on-April, the following resolution was

passed unanimously
"Resolved that MPA supports the SESAC in its efforts to eliminate the proposed

exemption for the making of copies of tapes of religious broadcasters."

From the Church Music Publishers Association:
This letter is to certify that the Church Music Publishers Association proudly

endorses the position of Mr. Albert F. Ciancimino on the total deletion of Section
112(c) of the bill, S. 1361.

From BMI:
Although the supporters of proposed Section 112(c) are undoubtedly well in-

tentioned, it is relatively apparent that they have not studied the existing copy:
right law, its history or the propose.d revision in its entirety. Clearly, there is no
justification for the imposition of those limitations contained in Section 112(c)-
Edward Cramer.

From ASCAP:
I have been authorized by the American Society of Composers, Authors, and

Publishers on behalf of its members, who advise you that they join the writers
and publishers of religious works that you represent in opposing enactment of
Section 112 (c) of S. 1361.-Herman Finkelstein.

From the American Guild of Authors and Composers:
Together with the members of the music industry, we have sougbt to have

enacted a-revision oftthe existing copyright act, which would- expand the benefits
of copyright act, which would expand the benefits of copyright protection to our
3,000 members. It is for this reason that we wish to record our opposition to
Section 112(c) of S. 1361, and to associate ourselves with' the remarks of Mr.
Albert F. Ciancimino-by Mr. Ervin Drake.

Senator McCLELILAN. Can you place the rest, of it in the record?
Mr. CIANCIMINO. There's one more, Mr. Chairman.
Senator McCLrELLAN. All right.
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Mr. CIANCrMINo. From the In/ternational Gospel Publishers
Association:

As attorney for the International Gospel Publishers Association, I wish to
go on record on behalf of the association as being emphatically opposed to any
copyright provision granting religious broadcasters any exemptions for the
paying of performance or mechanical rights pursuant to the Copyright Act of
the United States.

Specifically, we are opposed to the proposed copyright amendments-contained
in Senate bill 644, and 112(c)-Mr. David Ludwig.

In conclusion, Mr. Chairman, I ask this subcommittee to consider
and weigh the practical necessities for such an exemption against the
far-reaching and negative effects which it will have, not only on
trade industry practice as it currently exists, but on the unwarranted
dilution of the rights originally granted to the copyright, proprietor
by Congress in 1909.

Only by allowing the copyright proprietor of religious works
equal rights and -an equal opportunity to earn a living, will we con-
tinue to enjoy the kind of music which has contributed to and hope-
fully will continue to contribute to the moral fiber of our great
country.

Thank you, Mr. Chairman.
Senator MCCLELLAN. I just want to ask you one question. I want to

see if I-can focus very sharply upon the issue here by this illustration.
Reverend Billy Graham, an internationally known minister, holds

many meetings where his sermon, in fact, the whole service is re-
corded. In such a service, no doubt they do sing hymns, that are copy-
righted, play music that is copyrighted; is that correct?

Mr. CIANCIMINO. Yes, they do.
Senator TMCCLELLAN. Now, what you are objecting to is or what

you are insisting upon is that if a recording is made at the time of the
original program and' that recording is sent to another station later
to be replayed and rebroadcast, then if I understand you, you say that
the composer, or proprietor of a song that may have been sung in that
service is entitled to a copyright, fee.

Mr. CIANcimINO. That is correct, Mr. Chairman. In fact what-hap-
pens is Mr. Graham will syndicate programs in which he is using
copyrighted music to many stations.

Senator MCCLELLAN. Now, does he pay a copyright fee on it orig-
inally when they are singing it? He is holding a service here and they
sing "Rock of Ages" or something, which is copyrighted, at that time is
a copyright fee~earned, or is it payable?

Mr. CIANOImaINO. Here, Mr. Chairman, we are speaking of a per-
formance fee for the initial performance of the work.

Senator MCCLELLAN. That's right. Initially, in the service, they
sing a song that.has been sold and is copyrighted?

Now, no copyright fee attachments are legally levied against that if
he sings from a book that is copyrighted ?

Mr. CIANCIMINO. In the performance there, Mr. Chairman, there is a
for-profit limitation; in other words, a public performance has to be
for profit, as specified in the copyright law.

Senator MCCLELLAN. They take up a collection sometime.
Mr. CIANCIMINO. That is very true, and they charge admission many

times. It depends on the preacher involved. Whether or not. it is for
profit, of course, is many times questionable. And-it is our posi'on-as a
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performing rights organization that if they are paying for their musi-
cal accompaniment and for the stadium and for whatever other mate-
rial they need to put on- that performance; then it is a performance
for profit.

Senator MCCLELLAN. Now, let me see if I can get this so I can under-
stand this, at least. Billy Graham comes to Washington, D.C., goes out
here in the stadium and puts on a series of meetings, at which they
sing religious hymns, hymns that are copyrighted. It is performed
and it is all recorded.

Now, does he have to pay any copyright fee? Does any fee attach?
Mr. CLANCI3IINo. We would contend that a fee would attach in that

situation.
Senator MCCLELLAN. If it does attach; then you also contend that

if a recording of that is subsequently sent to a broadcasting station and
it uses it, that a further fee would attach.

Mr. CIANCIMINO. That would be a mechanical reproduction fee.
Senator MCCLELLAN. That would be a mechanical reproduction fee?
Mr. CIANCIMINO. That's right.
Senator MCCLELLAN. Now, if a cable system picks it up somewhere,

would it be entitled to another copyright fee for that?
Mr. CIA'CIanrINO. Let meuse the example
Senator MCCLELLAN. I am asking. You are contending this.
Now, I want to know what this all means. Do you contend- then that

the cable system would also have to pay another copyright fee ?
Mr. CIANCIMINO. That would be true, and if a broadcaster picked

it up and broadcast it, they would also pay a performance fee; anyone
who performs the work for profit, whether it be the original singer
or whether it be the broadcaster or the cable operator.

Senator MCCLELLAN. But, first, as I understand you, Billy Graham,
or whoever gave the performance when they sang this song that is
copyrighted'; first, he would owe a copyright fee to the author of that
music.

Is that right ?
Mr. CIANCIXINO. Yes. Mr. Chairman, in order to be clear on the

matter, whether or not be himself would pay the fee, that would not
necessarily be so. Many times the stadium within which-

Senator MCCLELLAN. Would it be so, or would it not ?
Mr. CIANCIMINO. It would not be so.
Senator MCCLELLAN. Why?
Mr. CLANCIMINo. The stadiuni in which he is performing would

carry with it a blanket performance license to perform any works
that he would present within its confines.

Senator McCLELLAW. Suppose they're holding it out in the cow
pasture ?

Mr. CIANCIrINO. Then he would pay a fee.
Senator MCCLELLAN. Then he would owe a fee. If they held it in a

church, then he would owe a fee.
Mr. CIANcIMINO. If it were for profit, yes.
Senator McCLELLAN. Unless the church secured a blanket license

depending on the songs that were sung, would he owe a fee?
Mr. CIANCIMINO. It would-be a question of whether or not it would

be for profit, if it-were done in a church.
Senator MCCL, LLA. So that could be three copyright fees; fiist,

:the original service; second, the broadcaster, of it again, or she re-
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broadcast of it again by some other station; and third, by the cable
system that picked it up and distributed it to a community.

Mr. CLNCImrINO. That is correct, and it is not at all unusual, nor
is it terribly surprising. This happens quite often irn today's music
world.

Take for example, your football games, which have half time
entertainment. The band performing that music secures a license or
the stadium in which it is played has a license. If it is- picked up by
a network and broadcast over the facilities of the airways, then that
network or the station receiving it has to have a license.

Senator MCCLELLAN. I am not arguing. I am just trying for the
moment to get the facts.

Mr. CiANcIrINO. Yes.
Senator MCCLELLAN. Are you now undertaking to collect such fees?
Mr. CiANcImINo. Yes, we are.
Senator MCCLELLAN. Have you met with any success ?
Mr. CxANCIirINO. I am directing my remarks, Mr. Chairman, spe-

cific'ally to the 112 (c) issue, which is the right to mechanically repro-
duce. And we have licensed many of the program producers of re-
ligious programs.

Senator MCCLrELLAN. I am just trying to find-out if the exemption
provided for or proposed rather in this bill if it pretty much -ratifies a
practice that has been followed or if we are changing what. has been
the practice heretofore by this proposed legislation.

Mr. CANCImINO. I would submit, Mr. Chairman, that it would be
a radical change. It would be an erosion of a right that has existed
since 1909.

And secondly, it would affect an actual trade practice where -we do
license the program producers of religious programs that syndicate
these programs, and in many instances to 200 and 300 stations. So that
there would be an actual impact on the trade industry -practice today,
and it would deny to the creator of religious copyrights a source of
income, which does exist today.

Senator MCCLELLAN. Well, I think I have seen instances--I am
sure I have-where I saw Billy Graham live, his service live, and
thereafter, Ihi-ave seen rebroadcasts at other times. I have seen rebroad-
casts of services in which, as-we say, religious hymns -were sung. And
I am sure they were copyrighted.

Now, have you been able to collect anything on those rebroadcasts
so far?

Mr. CIANcmnNo. From the station, Mr. Chairman?
Senator MCCLr.LLAN. Yes.
Mr. CIANCImnNO. Yes. The station is covered, again, by a blanket

performance license. And there is case law that has held- that a, pro-
gram, a sustaining program whether it be of a religious nature or of
a civic nature, does contribute overall to the commercial quality of
the station; and therefore, any sustaining program of that type, a
religious program, would-be considered--

Senatoi MCCLELLAN. Well, you are losing money now. And where
would be the change if you dre now collecting from them ?

Mr. CIANCIMINO. I think, Mr. Chairman, there may be some confu-
sion between the performing rights and the mechanical reproduction
rights, or the right to record. The performing right area would remain
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unaffected.' The broadcasters would still be responsible for the per-
formance of these programs. The arenas would still be responsible for
the performance of this kind of music.

The changes would be in the right to mechanically reproduce the
work by program producers, somebody 'who puts together a program
of a religious nature or of a nonreligious nature, but uses religious
music in that program. As of now, they must pay a mechanical re-
production fee. 112(c) would say no, there would be an exemption,
and that producers can make 4,000 copies of that program even if it
be not of a religious nature, but containing religious music and can
distribute 4,000 copies free without the author, composer, or publisher
of that music receiving any royalties whatsoever.

And this is what we feel is unjust.
Senator MCCLELLAN. That is what I am trying to do. Just get the

facts in the record. I 'wasn't trying to argue with you.
Mr. iCINCInMiO. No. I'm just trying to clarify the rights, Mr.

Chairman. In one-area, it would remain unaffected, in the performing
rights area. But it would affect the mechanical reproduction rights
area.

Senator MCCLELLAN. Thank you very much.
[The prepared statement of Mr. Ciancimino follows i]

PREPARED STATEMENT OF ALBERT- F. CIANCIMINO, COUNSEL FOR SESAC,-INC.

Mr. Chairman, members of the Committee, in the relatively short time allotted,
I shall try to summarize the reasons supporting our position that Section 112(c)
of S 1361 should be totally deleted.

LEGISLATIVE HISTORY

With regard to the legislative history of S 112(c), it first appears on the scene
as late as February 8, 1971 with the introduction of S 644 by the Chairman of
this Sub-Committee. It was hot included in any prior legislation nor was it the
subject of-any study by the Copyright Office nor any other governmental or non-
governmental body, nor to-my knowledge was such4a provision ever contemplated
by any legislative or administrative body until-shortly before February 8, 1971.

The announcement from the Copyright Office -relating to the introduction of S
644 in the 92nd Congress in 1971 describes the differences between S 644 in the
92nd Congress, and S 543'in the 91st ;Congress as "technical amendments and a
,few minor additions-of substantive detail." Oneof the "few, minor additions of
substantive detail" was the insertion in Section 112 of the new Sub-Section (c),
which-has now been carried over to the current S 1361.

Just about every significant section of S 1361 has been the subject of intense
study and analysis. Not so with 112(c). Lo and behold, -in 1971 without any prior
notice or knowledge on the part of those representing the interests of copyright
proprietors of music, -itsprang into-existence and became part. of-the copyright
revision bill. Prior to today, there- has never been any testimony at any prior
hearings concerning the merits or pit-falls of this Sub-Section. I therefore urge
this Sub-Committee to weigh carefully the following reasons why 112(c) should
notbe enacted into law.

NO PRIOR PRECEDENT IN MIECHANICAL RIGITS, AREA

Section ,112(c) would exempt from infringement the making by a non-profit
organization of no more-than one copy or phono-record of broadcast programs
containing non-dramatic musical works of a religious nature for use in a single
broadcast by a licensed broadcaster. In short, it places a limitation upon the copy-
right proprietor's right to mechanicallyrepr6duce the work, which to-my knowl-
edge, does not appear in prior case law or statute. There is no precedent for
limiting -the creator's rights in the area of mechalical- reproduction of his work
just because of the type of work he creates.



The current copyright law in Section 1 () clearly grants to the copyright pro-
prietor the exclusive right to make "... any form of record in which the thought
of an author may be recorded and from which it may be read or reproduced."
To the extent that Section 1('e) may limit this broad and exclusive grant, it does
so in terms of securing the ". . . copyright controlling the parts of instruments
serving to reproduce mechanically the musical work ... ", and, finally, Section
-1(e) refers to extending to the-copyright proprietor copyright ". . . control to
such mechanical--reproductions .. .. Several things are immediately clear from
this language. Firstly, there was no Intention on,the part- of- Cohgress at the time
Section I(e) was enacted to in-any way limit the copyright proprietor's right in
the form of recording-because of- the type of work which the copyright proprietor
creates, e.g., a-religious work.

Secondly, there was no intention on the part-of Congress to limit the author's
rights to certain kinds of- recording,-since the statute states "any form of record-
ing" and these are not words of limitation butb rather words of all inclusive-
ness. -It would clearly refer to not only phono-record, out also any type of magnetic
tape, or other reproduction of the, musical composition. To the extent therefore
that the National Religious Broadcasters has circulated a non-legal position
which states in-part that "The Copyright Law of 1909 on which SESAC's claims
are based, does not refer at all to magnetic tapes since these-did not come into
existence until -much later," we -submit that such -a non-legal position -is both
misleading and inaccurate.

RIGHT TO MECHANICALLY REPRODUCE AS DISTINGUISHED FROM OTHER-RIGHTS'

Proponents of 112(c) have also asserted that they areipaying twice for the
same- copyrighted music, since the copyright proprietor receives performance
fees as well as mechanical reproduction fees. It is clearly stated in Copyright
Law that tlie right to mechanically reproduce is a distinctly separate right from
the other rights granted copyright owners (3I. Witmark & Sons .. Jensen, 80-
F. Supp. 843 D.C. ,iinn. 1948). The issuance of a performance rights license does
not therefore, in and of itself, grant to the licensee the right to mechanically
reproduce (Foreign & Domestic Music Corp. v. Licht 196 R. 2nd 627, 2nd Cir.
1952). Conversely, a license to mechanically reproduce does not carry 'with it
the right to perform, the work (Famous Music Corp. v. MIelz 28 F. Supp. 767
WD La. 1939).

Further, the mechanical reproduction 'license is issued to and the fee paid by
the-program- producer. The performance of the program comes within the scope
of the broadcaster's performance license agreement and is paid for by the
broadcaster. -It is therefore somewhat misleading for tile proponents of 112(c)
to allege that they are paying twice for the same music.

POTENTIAL LITIGATION

With regard to the structure of 112(c) itself, we submit that it is unclear,
ambiguous, and will, if enacted, be the cause of extended litigation. Section 112(c)
exempts a work of a religious nature. The term "work of a religious nature" is
of extraordinary breadth. There is no definition in the statute of such a term
anid'indeed it may very well be impossible-to come up, with a definition. Must a
song refer to God or a supernatural beinig to be,of a religious nature? Can a
composition extolling the virtues of nature be considered a religious composition?
A theme which simply fosters the concept of cleal± living, and moral value, can
this be a work of a religious nature? It would seem that whether. a musical work
is of a religious nature in many instances will be, not in the-eyes of the beholder,,
but most certainly, in the ears of the listener.

Further, sub-section (c) refers to a "musical work of a religious nature or of a
sound recording ... ". It would therefore appear to apply to any sound recording.
which meets the subsequent conditions of the section regardless of whether or
not the musical work is of a religious nature. Again, -the lack of prior study and
analysis is evident. I am rather certain that this Sub-Committee does not intend
to apply 112(c) to all musical cbmpositions regardless of nature. This I have
gathered from the announcement of the copyright office and-introductory remarks
of tile Chairman when S-644 was introduced in 1971, which referred to works of
a religious nature.

Finally, there is no definition of the term "transmitting organization". There
are definitions of "transmission program" and "transmit" but not for a "trans-
mitting organization".
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SECOND-CLASS CITIZEN

The above are criticisms of the structure of 112(c) which I hope will become
immaterial when this Sub-Committee has fully evaluated the issues involved,
and has deleted 112(c). in its entirety. There is absolutely no justification for
this 112(c) exemption from copyright infringement which in effect treats the
creator of religious works as a second-class citizen. One who creates a religious
copyright and desires to livt from the profits gained therefrom has the same
expenses as one who creates a non-religious copyright. He must pay the same
amount for a loaf of bread or a bottle of milk. Why then.the distinction in allow-
ing the author of a non-religiods work a broader earning base thtL the creator
of a religious copyright? Why allow a program rroducer to distribute 4,000
copies of taped programs to broadcasters throughout the country without pay-
ment being made to those creators whose religious music is being used?

With Public Law No. 93-140, this Congress in 1971 has expanded the area
of copyright protection as it relates to the right to reprodrce sound recordings
when it passed what is commonly referred to as the Anti-Piracy legislation. The
protection accrues to the benefit of the company that owns the physical sound
recording itself and guards against its unauthorized duplication. It covers all
sound recordings and not just sound recordings of works of a non-religious
nature. It does seem somewhat incongruous and unjust-to extend such a right
to a person other than the author in sound recordings of a religious nature while
at the same time enacting 112(c) which would limit the author's right to
mechanically reproduce the work if it be of a religious nature. We agree with
the anti-piracy legislation. In fact, as Chairman of Committee 301 of the Ameri-
can Bar Association, I had the pleasure of sponsoring a resolution which was
ultimately passed by the ABA in favor of such an extension of copyright. I can
only hope that this Sub-Committee will recognize the contradiction and incon-
sistency of 11 2 (c, which would limit, dilute and erode the copyright proprietor's
rights. Again, why, should the author of a religious work be treated as a second-
class citizen?

ENDORSEMENTS

As a member of. Committee 304 of the ABA, I would like to advise the Sub-
Committee that Committee 304 has passed the following resolution which it will
submit to the ABA at its annual meeting in Washington next week:

"Re8olve, Tchat the section of Patent, Trademark and Copyright Law opposes
in principle any statutory limitation which would exempt from infringement
the making by a non-profit organization of recordings of broadcast programs
containing non-dramatic musical works of a religious nature for use in a single
broadcast by a licensed broadcaster.

"Specifically, the Section of Patent, Tra'lemark and Copyright Law opposes
in its entirety Section 112(c) of S 1361, McClellan, 93rd Congress, First Session."

As part of the discussion on this resolution, the Comni:ttee frlt that in order
to continue to foster and nourish writers of gospel, religious and sacred works,
Congress should not create a barrier to such creators' earnings in the area of
mechanical reproduction rights. I am pleased to report that on Tuesday, J lly 17,
1973 in Chicago, the above resolution was approved by the Counsel of the
Patent, Trademark and Copyright Law Section subject to ratification by the
Section at the annual-meeting. Once approved by Counsel it is fair to say that it
is virtually assured of passage as an ABA resolution next week.

MIr. Chairman, I would like to submit as part of my written statement letters
from 23 outstanding publishers of gospel and sacred music asking this Sub-
Committee to delete Section 112(c). I would also like to take a few moments
at this time to read the following brief letters endorsing our position.

In conclusion, I ask this Sub-Committee to consider and weigh the practical
necessities for such an exemption against the far-ranging and negative effects
which it will have, not only on trade industry practice as it currently exists,
but on the unwarranted dilution of the rights originally granted to the copyright
proprietor by Congress in 1909. Only by allowing the copyright proprietor of
religious vorks equal rights and an equal opportunity to earn a living, will we
continue to enjoy the kind of music which has contributed to and hopefully will
continue to contribute to the moral fiber of our great country.

Thank you,
SESAC, INC.



501

NEW YORK, N.Y., August 13, 1973.
THOMAS C. BRENNAN,
Chief Counsel,
Old Senate Office Building,
Washington, D.C.

DEAR TOMi: You may recall that Senator MIcClellan asked me to submit the
letters of support which I read from as part of my presentation on August 1st.
May I enclosed copies of said letters for inclusion in the Record. If you need
additional copies, please let me know.

Sincerely,
ALBERT F. CIANCIMINO, Counsel.

HARRY FOX AGENCY, INC.,
New York, N.Y., July 29, 1973.

ALBERT F. CIANciOIINO, Esq.,
Sesac, Inc., New York, N.Y.

DEAR MR. CIANCIMIINO: We agree with the position taken by Sesac that inclu-
sion of Section 112(c) in S. 1361 would be detrimental and contrary to the legiti-
mate interests of publishers and authors.

Sincerely,
ALBERT BERMfAN.

NATIONAL MIUSIC PUBLISHERS' ASSOCIATION, INC.,
New York, N.Y., July 29, 1973.

ALBERT F. CIANCIMINO, Esq.,
Sesac, Inc., New York, N.'.

DEAR MIR. CIANCIMINO: The National Music Publishers' Association agrees with
the position-taken by Sesac concerning Section 112(c) of S. 1361.

We have read your statement to be presented before the Senate Sub-Commit-
tee on Patents, Trademarks and Copyrights on August 1, 1973. Undoubtedly
because of the necessary brevity of the statement, other significant and relevant
material has not been included. Therefore, we shall ask permission of the Sub-
Committee to submit a statement dealing with certain additional important
points and problems involved.

Sincerely,
LEONARD FEIST.

MUSIC PUBLISHERS ASSOCIATION OF THE UNITED STATES,
New York, N.Y., April 17, 1973.

Mir. ALBERT CIANCIMIINO,
Sesac, Inc.,
New York, N.Y.

DEAR AL; At a Board Meeting of this association on April 11, the following reso-
lution was passed unanimously:

"Resolved, That MIPA supports SESAC in its efforts to eliminate the proposed
exemption for the making of copies of tapes of religious broadcasts."

Would you kindly keep me up-to-date as to-your efforts and also send me copies
of any s,atements or documentation relating to your efforts which may be
available.

For your information enclosed is a statement I submitted respecting Section
108(d).

Kindest regards,
Sincerely,

PHILIP B. WATTENBERG.

CHURCH MUSIC PUBLISHERS ASSOCIATION,-
Jlyly 24, 1973.

MIr. ALBERT F. CIANCIIMINO,
Sesac,
New York, N.Y.

DEAP. MR. CIANCIuI'NO: This letter is to certif3 that the Church Music Pub-
lishers Association heartily endorses the position of Mr. Albert F. Clancimino
on the total deletion of Section 112C of the Bill 81361.

Cordially yours,
STEVEN R. LORENZ, President.
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BROADCAST MUSIC INC.,
New York, N.Y., July 25, 1973.

ALBERT F. CIANCIMINO, Esq.,
Sesao Inc.,
New York, N Y.

DEaa AL: Alth. .n the supporters of proposed section 112(c) are undoubtedly
well-intentioned, it is readily apparent that they have not studied the existing
Copyright Law, its history, or the proposed revision in its entirety. Clearly, there
is no justification for the imposition of t lose limitations coL.ained in Section
112(c).

Sincerely,
EDWARD MI. CRAMER.

AMERICAN SoCIETY OF COMPOSERS, AUTHORS & PUBLISHERS,
New York, N.Y., July 25, 1973.

ALBERT F. CIANCIMINO, Esq.,
Sesac, Inc.,
New York, N.Y.

DEAR MR. CLANcIUINo: I have been authorized by the American Society of
Compose-s, Authors and Publishers on behalf of its members to advise you that
they join the writers and publishers of religious works whom you represent in
opposing enactment of § 112(c) of S. 1361.

That provision, if enacted, would create a new exemption previously unknown
to the copyright law. It would exempt the unauthorized manufacture and dis-
tribution of recordings of performances of works of a religious nature for use by
organizations having a license to perform the work. Organizations such as
ASCAP make their entire repertory available at very little cost to organizations
that hfave very little commercial income. If these performance licenses must
carry with them an involuntary recording license with respect to works of a
-religious nature, it would be necessary to increase the performance license fees
-to make up for an- invasion of the recording right. Thus, one who is not inter-
ested-in obtaining recording rights would have -to pay for a privilege desired by
someone else. This is contrary to the entire spirit of the copyright law which
expressly provides for a separation of rights. It would be contrary to the public
interest because the public would suffer by discouraging writers and publishers
of religious works from making those works generally available at modest rates.
There is no reason for exempting recording manufacturers merely because they
do not seek a profit. They pay for electricity, telephones and other services;
they certainly should pay the composers of religious works.

In sum, it is submitted that enactment of § 112(c) would be contrary to the
public interest as set forth in the Constitution, which empowers Congress to pro-
mote that interest by securing to authors the exclusive right to their writings
(U.S. Cons., Art. I, § 8). To the extent that compulsory recording licenses are
believed appropriate, there is ample safeguard in Section 115 of S. 1361. That
provides for a nominal payment with respect to works of which phonorecords
have been distributed to the public under the authority of the copyright owner.
No further invasion of the authors' exclusive rights should be permitted.

Sincerely,
HERMAN FINKELSTEIN;

General Coun8el.

BARiSDALE, WHALLEY, LEAVER. GILBERT & FRANK,
Nashville, Tcnn., July 23, 1973.

Re Senate hearings of August 1, 1973--National religious broadcasters copy-
right exemption.

Mr. AL CrANcImiNo,
Sesao, Inc., New York, N.Y.

DEAR AL: As attorney for the International Gospel Music Publishers Associa-
tion, I wish to go on record on behalf of the Association as being emphatically
opposed to any copyright revision granting religious broadcasters, any exemp-
tion from the paying of performance or mechanical rights pursuant to the Copy-
right Act of the Untied States. Specifically, we are opposed to the proposed'copy-
right amendments contained in Senate Bill 644. §§ 112-B and 112-C.

Please find enclosed a resolution adopted by the International Gospel ,Music
Publishers Association in January of 1973. Also please find enclosed a listing of
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the membership and sympathizers of the Association, representing substantially
every aspect of gospel and sacred music industry throughout the United States.

The approach of the National Religious Broadcasters is an unwarranted at-
tack upon the copyright citadel of the United States, wholly unjustifiable, with-
out merit, and an erosion of the property rights of copyright holders.

VTery truly yours,
R. DAVID. LUDWICK.

RESOLUTION_ OF INTERNATIONAL. GOSPEL MUSIC PUBLISHERS' AssOCIATION
OPPOSING PROPOSED § 112B AND § 112C, AMIENDMENTS TO COPYRIGHT ACT

Whereas an amendment to the Copyright Act has been proposed in Senate
Bill S644, §§ 112B and 112C, which seeks to grant to the "Government" and
non-profit organizations an exemption from payment of fees for mechanical
reproduction of "sacred" musical works; and

Whereas International Gospel Music Publishers' Association consists of
publishers of musical works of gospel and sacred nature devoted to the dissemi-
nation of religious messages; and such publishers have a duty to protect the
copyrights on such musical works for the benefit of the composers against
infringement of copyrights and to collect from all users of such works the
fees required by the Federal Copyright Act for mechanicL I reproduction of such
copyrighted works and to pay the composers their prorata shares of such fees;
and

Whereas such musical works constitute literary property protected under
the Copyright Act by a requ.rement for payment of fees as compensation for
compulsory licensing of usage -oisuch musical works for mechanical reproduc-
tion thereof; and such statutory protection constitutes a valuable property
right of the composers and publishers of such copyrighted works; and

Whereas the proposed statutory exemption from payment of fees for mechani-
cal reproduction of such works by the "government" and non-profit organiza-
tions would constitute an unconstitutional taking of valuable property rights
without condemnation proceedings and without due process of law. and

Whereas no reasonable basis exists for -a special classification of "sacred"
musical works distinct from any other musical works; and

Whereas the proposed amendment exempting "sacred" musical works contains
no standard from which a determination may be made as to which musical
works are classified as "sacred" musical works; hence such statutory exemption
of "sacred" musical works is too indefinite and uncertain to constitute a valid
legislative enactment; and

Whereas the proposed amendment exempting "sacred" musical ivorks contains
no definition of the nature or limitation of usage to be made by the "govern-
ment" or non-profit organizations in such mechanical reproductions of such
musical works and hence such statutory exemption is too indefinite and, uncer-
tain to constitute a valid legislative enactment capable of any practical applica-
tion to any particular works or any certain usage by such mechanical reproduc-
tions: Now, therefore, it is hereby

Resohlved, That the Internation Gospel Music Publishers' Association is
opposed to the adoption of such amendment to the revision of the Copyright
Act, and is specifically opposed to the adoption of § 112B and 112C as contained
in-Senate Bill S644 for the proposed revision of Copyright Act; be it further

Rc,;olved, That a copy of this resolution unanimously adopted at the meeting
of International Gospel Music Publishers' Association in Washington, D.C. on
January 30, 1973, be recorded as. part of the minutes of said meeting; and

Resolved fu, ther, That copies of this resolution be mailed to the members of
Tla Subcommittee on Patents. Trademarks and Copyrights of the Judiciary
'tommittee of the United States Senate, and to Thlomas C. Brannan, Chief
,oi>sel, United States Senate, Conimittee on the Judiciary, Subcommittee on

Patents, Trademarks and -Copyrights, Wnshington, D.C. 20510, and to Miss
Barbara Ringer, Assistant Register of Copyrights, Copyright Office, The Library
of Congress, Washington, D.C. 20540.
Beasley and Barker, Les Beasley, Pensacola, Flurida.
John T. Benson Publishing Co., John T. Benson III, Nashville, Tennessee.
Blackwood-MIarshall Music, Inc., The Blackwood, Nashville, Tennessee.
Cedaiwood Music Publishing Co., Bill Denney, Nashville, Tennessee.
'Eternal Music Co., George'Younce, Stow, Ohio.
i'aith Music Co., Don Butler, Atlanta, Georgia.
Gaither Music Co., Bill Gaither, Alexandria, Indiana.
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Gospel Quartet Music Co., J. D. Sumner, Nashville, Tennessee.
Hamblen Music Co., Stuart Hamblen, Universal City, California.
Harvestime, Henry Slaughter, Nashville, Tennessee.
Journey Music Co., Roy Conley, Madisonville, Kentucky.
LeFevre-Sing, Jimmy Jones.
Albert Brumley Co., Albert Brumley, Powell, Missouri.
Iillenas Publishing Co., Albert Brumley, Powell, Missouri.
Manna Music Co., Hal Spencer, North Hollywood, California.
'Mark IV. Music, Inc., Fred Daniel, -Spartanburg, South Carolina.
Nashville Gospel, Lou Hildreth, Nashville, Tennessee.
Rambo Music Co., Buck Rambo, Nashville, Tennessee.
Silverline Music Co., Duane Allen, Nashville, Tennessee.
Singspiration, P. J. Zondervan, Grand Rapids, Michigan.
Ben Speer Music Co., Ben Speer, Nashville, Tennessee.
Tennessee Music and Printing Co., Connor B. Hall, Cleveland, Tennessee.
Thrasher Bros., Jim Thrasher, Birminghan., Alabama.
Word, Inc., Billy Ray Hearn.

Senator-McCLELLAN. Call the next witness.
Mr. BRENNAN. The National Religious Broadcasters.
Dr. NELSON. Yes, my name is Wilbur E. Nelson. I live in Long

Beach, Calif., and I am accompanied by Mr. John Midlen, counsel for
National Religious Broadcasters, and Dr. Ben Armstrong, executive
secretary of National Religious Broadcasters.

Senator MCCLELLAN. All right, Dr. Nelson, you may proceed.

STATEMENT OF REV. DR. WILBUR E. NELSON, SECRETARY, NA-
TIONAL RELIGIOUS BROADCASTERS; ACCOMPANIED BY: JOHN H.
MIDLEN, COUNSEL; AND DR. BEN ARMSTRONG,. EXECUTIVE SEC-
RETARY, NATIONAL RELIGIOUS BROADCASTERS

Dr. NELSON. I am an ordained minister of the Evangelical Free
Church. I am the minister and director of the Morning Chapel Hour.
And incidentally, I am a composer of religious music under contract
of Zondervan, an inspirational music publishing company.

I present this testimony as secretary of National Religious Broad-
casters and as chairman of its ctpyright committee concerning sec-
tion 112(c) of S. 1361.

National Religious Broadcasters--NRB-is a nonprofit association
formed 'n 1944 in order to contribute to the improvement of religious
broadcasts, better to serve the public interest, and more effectively to
minister to the spiritual welfare of this Nation. The association has
approximately 550 members organizations distributed among the 50
States of the United States, the District of Columbia and Puerto Rico.

The membership of National Religious Broadcasters consists of:
first, broadcast station licensees and their associates; second, perform-
ing artists and others related to broadcasting; and third, those produc-
ing religious programs for broadcast stations. There are more than
425 organizations, including those who are not NRB members, which
produce religious programs on a nonprofit basis for presentation on
a number of broadcast stations.

Additionally, it is conservatively estimated there are more than
1,500 pastors and rabbis having individual programs-on local broad-
cast outlets.

Among the more widely known religious programs produced by
NRB members for broadcasting are Billy Graham's Hour of Decision,
The Lutheran Hour, The Baptist Hour, Methodist Hour, Back to the
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Bible, Light and Life Hour (Free Methodist), Revivaltime (Assem-
blies of God), Morning Chapel Hour, Herald of Truth (of the Church
of Christ), and many, many others.

Other religious programs utilizing religious music and having ex-
tensive broadcast dissemination include the Hour of St. Francis, Ave
Maria Hour, Sacred Heart Hour, The Protestant Hour, Voice of
Prophecy of the Seventh-Day Adventist, Lamp Unto My 'Feet
(ecumenical), Jewish Dimension, The Eternal Light, and Jewish Com-
munity Hour.

These and practically all religious program producers are vitally
concerned that there be enacted to the present provisions of section
112(c) of the pending S. 1361 for general revision of the copyright
law clarifying the rig t of nonprofit organizations under certain cir-
cumstances to make for distribution to licensed transmitting orga-
nizations phonorecordings of religious music for usage in religious
programs.

The religious music used in religious programs creates an appro-
priate devotional mood as well as serves as a musical bridge between
the spoken words with the degree of usage of religious music varying
from program to program. The format for the various religious pro-
grams differs, of course, in degree, but the production and distribution
principles are.relatively uniform.

The programs are produced either on tape or disc for distribution
by mail of one copy only to each broadcast station carrying the pro-
grain. The programs then are broadcast at the time and day agreed
upon between the station and the program producer. None of these
programs is produced for profit by the religious producers.

In fact, the religious program producer usually pays the broadcast
station to carry the program or furnishes the religious program with-
out charge to the broadcast outlet. The broadcast stations customarily
have performance. rights licenses covering this religious music with
ASCAP, BMI, and SESAC.

NR.B supports the rights of the copyright owners to compensation
for performances of religious music undei these performance rights
licenses with the broadcast outlets. NRB also supports the rights of the
copyright, owners to compensation for mechanical reproductions of
re igious music made for sale or other profit.

There presently exists confusion and contradiction with respect to
claims for mechanical reproduction fees for musical works of a reli-
gious nature included in religious programs produced by nonprofit
organizations for broadcasting purposes. Religious program producers
have reported no problems in this respect with ASCAP or BMI.

Only SESAC, according to frequent reports, has pressured certain
of the religious program producers to make such payments. Further,
there is a basic division in the ranks among Gospel or religious music
publishers with some seeking to assert mechanical reproduction claims
and others considering that they are not appropriate.

.Any law requiring or leaving open the possibility that mechanical
reproduction fees be paid for such use could make this music too
expensive in the average religious broadcast since the financial re-
sources of these program producers are not adequatL to accommodate
such cost as documented by an NRB study. In this study, National
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Religious Broadcasters conducted a questionnaire survey among it.s
membership in the spring of 1973.

The effect of the potential of unlimited mechanical reproduction
fees among these respondin, organizations preponderantly ranged
from: First, using only religious music in the public domain with such
disadvantage for the listening or viewing audience to; secondly, sub-
stantial curtailment of the munber of broadcast outlets used; or third-
ly, even total discontinuance of the religious program.

Such a result would be a loss to all concerned, the composer, pub-
lisher, broadcaster, and most important the listening American pub-
lic-since it could place a substantial part of modern religious music
financially out of reach so far as religious broadcasting through use
of me hanical reproduction means is concerned.

Responsible religious broadcasting is a nonprofit activity, carried
on as a ministry no less viable than the worship services of a church
or a synagogue. Essentially the taping or recording of programs not
for profit and for a single release is simply a means'of producing such
programs for convenience.

It obviates the necessity of releasing the program live utilizing the
more expeilsive and totally impractical method of telephone lines
from the program producer to the indivldual broadcast statidns, a
procedure which would be undeniably exempt from any claim for
mechanical reproduction fees.

The proposed mechanical reproduction exemption would cause no
mneasurable injury to religious music copyright owners, their pub-
llshcrs or agents. The creators of religious music derive their income
prinlarily from publishing and selling hymnals, Gospel songbooks,
and sheet music. This is supplemented by income from performing
and synchronization rights licenses.

Moreover, only a small percentage of the repertoire of religious
music is ever broadcast. There is a tendency to emphasize the music
that is or has been popular so that a majority of the songs in hymnals,
Gospel songbooks, and sheet music are never presented in religious
programs on radio or television stations.

Nor can these religious music copyright owners really complain
that the proposed section 112(c) in the copyright bill deprives them
of existing income. To the best of our knowledge, only a small hand-
ful of religious program producers succumbed to SESAC's pressures
for payment for mechanical reproductions in nonprofit religious pro-
grams for broadcasting, and some of those have since terminated such
payments.

In short, the religious, music copyright owners and their asso-
ciates, who have been financially successful without mechanical repro-
du.:tion income from nonprofit religious programs, can make no
claim for loss of income that they have never really had.

In addition, mechanical ¥reproduction fees f.r religious music in
programs produced by nonprofit organizations for broadcast stations
could preselit substantial practical problems. 'Much of the music is
not listed, in catalogs of copyright owners so that there would: be
added the burden of seeking to ascertain to whom any such payments
would'be made.

Copyright legislation has 'rightly sought to protect copyright
holders from mechanical reproduction of their literary property by
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those who do so for profit, whether large or small. Religious program
producers, however, clearly are not doing so for profit, but for the pur-
pose of using religious music for religious inspiration.

That the use 'made of religious music ill a conventional religious
broadcast is not for profit is demonstrated by the fact when tile re-
corded program has been broadcast, the tape is returned to the pro-
gram producer or the disc destroyed. Its contents then are erased
so that the tape may be utilized for subsequent broadcasts.

Copyright owners can make no claim that the recordings are offered
for sale since the tapes for religious broadcasts are not sold. In- fact,
the reverse takes place with the program produc.er paying the broad-
cast station to carry the program, or furnishing it without charge.

The present copyright exIemption language of paragraph 112(c) is
carefully designed to cover only mechanical reproductions with limi-
tations for nonprofit religious programing. Tile program producer
must be: first, a nonprofit organization, or governmental body; sec-
ond, only one copy of the program can lie distributed to the broadcast
or transmitting outlet; third, the musical work is of a religious nature;
fourth, the program producer receives no direct or indirect compen-
sation for making or distributing such tape or recording; fifth, there
is only a single transmission to tie public by the broadcast station or
other transmitting organization having a license therefor; and sixth,
except for one copy reserv fofor archival purposes, the tapes or rec-
orids are destroyed within a year from the date of the public
transmission.

The responsible religious programers mect these criteria, and their
position clearly justifies the proposed exemption.

AIr. Chairman, the position here stated is supported by a resolution
adopted by the National Association of Evangelicals, representing
36.000 churches at its convention in 'May 1973.

In conclusion, the proposed provisions of section 112(c) will be
equally beneficial to Protestant, Catholic, and Jewish nonprofit reli-
gious program producers. There is a need to improve the moral tone
and well-being of our Nation. Increased religious broadcasting for this
purpose is a definite need.

And wye urge the enactment in its present form of section 112(c)
of S. 1361.

Thank ybu.
Senator MCCLEr.AN. May I ask if demands have been made upon

you in the past for cqpyright fees ?
Dr. NTELSON. Yes, they have.
Senator fMCCLE:LTrA,. When were these demands first initiated ?
Dr. 'NErLSON. Well, in my own case, about a year ago.
Senator AICWLELtAN. Does section 112(c) in aiiy way change the

practice and the custom that has prevailed in the past?
Dr. NELSON. I tliink its adoption would continue the situation as

it is.
Senator MCCLELLAN. That's what I'm asking.
Does it legalize, finalize as the law, the custom that has prevailed

in the past with respect of rebroadcasting religious services ?
Dr.. F.LSON. Yes. sir. I think it ratifies thd principle that religious

music should be used for religiqus purposes itllhout str;ctuires of this
kind.

20-344-73-33
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Senator MCCLELLAN. Now, do I also understand that you want this
restricted under section 112 (c) to nonprofit?

Dr. NELSON. Well, that is a basic point, Mr. Chairman. That is the
basic point. We do not feel that we have any right to contest the
rights of copyright owners in cases where performances have any
measure of profit, large or small.

Senator McCLELLAS. So this would only apply to those nonprofit
services?

Dr. NELSON. Yes, sir.
Senator MCCLELLAN. Rebroadcast ?
Well, thank you very much.
Mr. M.ULEN. Thank you, Mr. Chairman, and may the written state-

ment for National Religious Broadcasters be incorporated into the
record?

Senator MCCLELLAN. Very well. It will be received and placed in the
record.

[The prepared statement of Rev. Dr. Wilbur E. Nelson follows:]

TESTIMQZY OF REV. DRL WILBUR E. NELSON FOE NATIONAL RELIOIOuS BROADCASTERS

INTRODUCTION

MIy name is Wilbur E. Nelson and I live in Long Beach, California. I am an
ordained Minister of the Evangelical Free Church and Minister and Director of
Morning Chapel Hour. I present this testimony as Secretary of National Religious
Boadcasters and Chairman of its Copyright Committee concerning Section
112(c) of S. 1361.

National Religious Broadcasters (NRB) is a non-profit association formed in
1944 in order to contribute to the improvement of religious broadcasts, better
serve the public interest, and more effectively minister to the spiritual welfare
of this nation. The association has approximately 550 member organizations
distributed among the 50 states of the United States, the District of Columbia and
Puerto Rico. The membership of National Religious Broadcasters consists of
(1) broadcast station licensees and their associates, (2) performing artists and
others related to broadcasting, and (3) those producing religious programs for
broadcast stations. There are more than 425 organizations, including those who
are not NRB members, that produce religious programs on a non-profit basis
for preseLtation on a number of broadcast stations. Additionally, it is conserva-
tively estimated there are more than 1,500 pastors and rabbis having individual
programs on local broadcast outlets.

Among the more widely known religious programs produced by NRB members
for broadcasting are Billy Graham's Hour of Decision, The Lutheran Hour, The
Baptist Hour, Methodist Hour, Back to the Bible (daily), Light and Life Hour
(Free Methodist), Revivaltime (Assemblies of God), Morning Chapel Hour
(daily), Herald of Truth, and many, many others. Other religious programs utiliz-
ing religious music and having extensive broadcast dissemination include the
Hour of St. Francis, Ave Maria Hour, Sacred Heart Hour, The Protestant Hour,
Voice of Prophecy (Seventh Day Adventist), Lamp Unto My Feet (ecumenical),
Jewish Dimension. The Eternal Light, and Jewish Community Hour.

These and practically all religious program producers are vitally concerned
that there be enacted the present provisions of Section 112(c) of the pending
S. 1361 for general revision of the Copyright Law clarifying the right of non-
profit organizations under certain circumstances to make for distribution to
licensed transmitting organizations phonorecordings of religious m 'sic for usage
in religious programs.

GENERAL' DESCRIPTION OF RELIGIOUS PROORMAMS

The religious music used in religious programs creates an appropriate devo-
tional mood as well as serves as a musical bridge between the spoken words
with the degree of usage of religious music varying from program to program.
The format for the variods religious programs differs, of course, in degree, but
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the production and distribution principles are relatively uniform. The programs
are produced either on tape or disc for distribution by mail of one copy only to
each broadcast station carrying the program. The programs then are broadcast
at the time and day agreed upon between the station and the program produced.
None of these programs is produced for profit by the religious program producers.
In fact, the religious program producer usually pays the broadcast station to
carry the program or furnishes the religious program without charge to the
broadcast outlet. The broadcast stations customarily have performance rights
licenses covering this religious music with ASCAP, BMI, and SESAC. NRB sup-
ports the rights of the copyright owners to compensation for performances of
religious music under these performance rights licenses with the broadcast out-
lets. NRB also supports the rights of the copyright owners to compensation for
mechanical reproductions of religious music made for sale or other profit.

THE NEED FOR THE itEC'IANICAL REPRODUCTION EXEMPTION FOR BELIGIOUS PROGRAMS

There presently exists confusion and contradiction with respect to claims for
mechanical reproduction fees for musical works of a religious nature included
in religious programs produced by non-profit organizations for broadcasting pur-
poses. Religious program producers have reported no problems in this repeet
with ASCAP or BMI. Only SESAC, according to frequent reports, has pressured
certain of the religious program producers to make such payments. Further,
there is basic division in the ranks among Gospel or religious music publishers
with some seeking to assert mechanical reproduction claims and others conoider-
ing that they are not appropriate. (See attached letters of March 21, 1973 from
Affiliated Music Enterprises and Interpublications, Inc.). We know of no court
decision directly on the point.

Primarily sacred music is written and published for the purpose of spiritual
ministry and religious inspiration. It is incorporated into Iligious broadcasts
wholly apart from any intention or possibility of financial gain.

Any law requiring or leaving open the possibility that mechanical reproduction
fees be paid for such use could make this music too expensive in the average
religious' broadcast since the financial resources of these program producers
are not adequate to accommodate such cost as documented by an NRB study.
In this study, National Religious Broadcasters conducted a Questionnaire Survey
among its membership in the Spring of 1973. The effect of the potential of un-
limited mechanical reproduction fees among these responding organizations
preponderantly ranged from (1) using only religious music in the public domain
with such disadvantage for the listening or viewing audience to (2) substantial
curtailment of the number of broadcast outlets used or (3) even total dis-
continuance of the religious program. Such a result would be · loss to all con-
cerned, the composer, publisher, broadcaster, and most importantly the listening
American public-since it could place a substantial part of modern .religious
music financially out of reach so far as religious broadcasting through use of
mechanical reproduction means is concerned.

JUSTIFICATION FOR THIE PROPOSED EXEMPTION

Responsible religious broadcasting is a non-profit activity, carried on as a
ministry no less viable than the worship services of a church or a synagogue.
Essentially the taping or recording of programs iLot for profit and for a single
release is simply a means of producing such programs for convenience. It obviates
the necessity of releasing the program "live"' utilizing the more expensive and
totally impractical method of telephone lines front the program producer to
the individual broadcast stations, a procedure which would be undeniably
exempt from any claim for mechanical reproduction fees.

It is co.nmon knowledge that religious program producers render a valuable
service to- colpyright owners by the very use of their music for such music is
given. exceedingly broad exposure through radio and television presentations.
Many, if not most, programs featuring religious music have accompanying ready-
made information sheets for the purpose of acquainting listeners requesting
details Concerning such music including the author, composer, publisher, and
possible location c here the music as records or sheet music may be purchased.
These informational sheets are of great assistance because of the high incidence
of requests for the data to the clear advantage of the copyright owner.

The proposed mechani:al reproduction exemption would cause no measurable
injury to religious music copyright owners, their publishers or aT:nts. The
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creators of religious music derive their income primarily from publishing and
selling hymnals, gospel songbooks, and sheet music. This is supplemented by in-
come from performing and synchronization rights licenses.

Mforeover, only a small percentage of the repertoire of religious music is ever
broadcast. There is a tendency to emphasize the music that is or has been popular
so that a majority of the songs in hymnals, gospel songbooks, and sheet music
are never presented in religious programs on radio or television stations.

Nor can these religious music copyright owners really complain that the pro-
posed Section 112(c) in the Copyright Bill deprives them of existing income. To
the best of our knowledge only a small handful of religious program producers
succumbed to SESAC'. pressures for payment for mechnical reproductions in
non-profit religious programs for broadcasting, and some of those have since
terminated such payments. In short, the religious music copyright owners and
their associates, who leave been financially successful without mechanical repro-
duction income from nonprofit religious programs, can make no claim for loss of
income that they never really had.

In addition, mechanical reproduction fees for religi,~us music in programs pro-
duced by non-profit organizations for broadcast stations could present substantial
practical problems. Much of the music is not listed in catalogues of copyright
owners so that there wvould be added the burden of seeking to ascertain to whom
any such payments would be made.

Copyright legislation has rightly sought to protect copyright holders from
mechanical reproduction of their literary property by those who do so for profit--
whether large or small. Religious program producers, however, clearly are not
doing so for profit, but for the purpose of using religious music for religious
inspiration.

That the use made of religious music in a conventional religious broadcast is
not for profit is demonstrated by the fact that when the recorded program has
been broadcast, the tape is returned (or the disc destroyed) to the program pro-
ducer. Its contents then are erased so that the tape may be utilized for subsequent
broadcasts. Copyright owners can make no claim that the recordings are offered
for bale since the tapes for religious broadcasts are not sold. In fact, the reverse
takes place with the program producer paying the broadcast station to carry
the program, or furnishing it without charge.

The present copyright exemption language of Paragraph 112(c) is carefully
designed to cover only mechanical reproductions with limitations for non-pro4t
religious programming. The program producer must be (1) a nonprofit organiza-
tion (or governmental body), (2) only one copy of the program can be distributed
to the broadcast or transmitting outlet, (3) the musical work is of a religious
nature, (4) the program producer receives no direct or indirect compensation
for making or distributing such tape or recording, (.5) there is only a single
transmisbion to the public by the broadcast station or other transmitting organiza-
tion have a license therefoi, and (6) except for one copy reserved for archival
purposes the tapes or records are destroyed within a year from the date of the
public transmission. The responsible religious programmers meet these criteria,
and their position clearly justifies the proposed exemption.

SUPPORTING RESOLUTION OF NATIONAL ASSOCIATION OF EVANOELICALS

A major church body, the National Association of Evangelicals-which num-
bers among its membership more than 36,000 churches of various denominations
in the United States-on 'May 2, 1973 at its Thirty-First Annual Conventica
adopted a Resolut;on supporting the provisions in Section 112(c) of S. 1361
relating to religious broadcasting by non-profit organizations and urging that
S. 1361 be so enacted. This Resolution of the National Association of Evangelicals
is attached to this Statement.

CONCLUSION

The Iproposed provisions of Section 112(c) will be equally bene. ,al to Prot-
e.stant, Catholic and Jewish non-profit religious program producers. Lecent public
developments have demonstrated that more than ever before there is a need to
improve the moral tone and well-being of our nation. Increased religious broad-
casting for this purpose is a definite need, and we urge the enactment in its present
form of Section 112(c) of S. 1361 so that there will be encouraged rather than
decrea.sed or eliminated the anmount of religious programming for this pnurpoe.



AFFIIIATEn) MIUSIC EN'TERPRISES.

Milbottrnc, Fla., 3March 21, 1.973.
Dr. BEN ARMSTRONG,
Execittire Director, National fleligious .Broadcasters,
Mladison, N.J.

DrEaR DL. Aa^sioS:o: We are pleased to advise you that we do not intend to
charge mechanical royalties in connection with tape.s ,hich are by'ldiutted by
religious program producers.

Performance rigllts are licensed to the stations directly by 1 1M. No further
fees are required.

A schedule of our affiliated publishers is attached.
Sincerely,

K. A. JADASSOrIN.
IIST OF PUBLISIIEIRS

Beazley, Samuel W., & Son Ialndmark Music Co.
Geralco Productions Sacred Music Foundation
Good News Broadcasting .Lssociation, Sanderson, L. 0.

Inc. Sisk Music Company
Gospel Advocate Company, Inc. Stamps-B1axter MAusic & Printing
Greene, S. N. Company
Grundy, S. K. Tovey, Herbert G.
Guffey, Tharon and Murl Worship Music, Inc.
IapI)y Hearts Music Wright, La Verne
Keene, Hank, Inc. Zondervan Music Publishers
Kreiser, Hiarper

INTERPUBLICATIONS, INC.,

M3elbourne, F'la., March 21, 1973.
Dr. BEN AaRMTSRONG,
Executive Director, National Religious Broudcasters,
Aladison, NA.J.

DE.IA DI. ARMISTl:RONG: Ile "Mechanical" (Recording) Royalties: In accordance
with our present policy, there will lie no charge for mlecllanical royalties of alny
songs from our repertory included in the tapes of syndicated religious programs.

Re "Performance" (Broadcasting) Royalties: Our performnance rights are
cleared through BII under whose licenses tile radio stationls may broadcast thle
mnllci of our associated companies N ithout extra charge (a list of our publishery
is enclosed).

Sincerely,
K. A. JAI)Assor:N.

LIST OF PUILISIEnS

Airlane LMusic Co. Janz Team
Wally Ambrose Music Jayeclrol MNusic
Armstrong-Smith Publications Kilpatrick-Jansen Music Co.
Ascending Sounds LaKaanl Productions
Richard ). Baker Company Lari-Jo Music
B. Elizabeth Baraw Lu')da Publishing Co.
Brooks Christian Singers, Inc. 3Macaulay Productions
Chaplet Mlusic Company MaIrc-Lane Productions of Tennessee
Child Evangelism Fellowship, Inc. Ilorace rL. M,.uldin
Creative Sacred Music N'ationlal amlsic Co.
Crescendo Music Publications, Inc. New Horizons
Day & )ay Music Co. Nat Olson Publica'tions
Dawn-Ray Music Company Philadelphllia Book Concern
Eldify Publications I'leasant Ridge Music
The Eleventh IIour Postlude Music Publications
Neil Enloe Music Co. Itadiant Songs
Esprit lMuslc Company Eddie Reece Productions
Fellowsllip Music Richler Mlusic Publications
Tl'ex Fletcher Music Corp. Alfred 33. Smith
Globa:l MAissions, Inc. Ethllel MI. Smith
lHosanna House Sound Associates
Iloward Pub. of Louisiana Sunrise Productions
lIufftmnl Publishing Co. Vanlznllt & Vanzant
Interservice Music 'T'lle Voice of Salvation Music
Imlpact 'Music Company Word of Healing Music
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COPYBIGHT LAW AND REIGIOUS BROADCASTING

Whereas there was introduced on March 26, 1973 and is pending before the
Senate of the United States a Bill (S. 1361) for the general revision of the
Copyright Law, and

Whereas there is included in the Copyright Bill a provision (Section 112c)
clarifying the right of non-profit organizations under certain circumstances to
make for distribution to licensed transmitting organizations pllonorecordings of
religious music, and

Whereas payment of copyright fees for mechanical recordings of religious
music for transmission over broadcast outlets could impose fiz. %.cial demands
tlhat would seriously curtail or possibly eliminate in some instances the presenta-
tion of religious programming, and

Whereas the National Association of Evangelicals, which numbers among its
membership more than 36,000 churches of various denominations in the United
States. considers that the state of the nation and of the world requires increased
rather than decreased religious broadcasting to improve the morale tone and
well-being of the nation; Now, therefore

The National Association of Evangelicals, at this 31st Annual Convention at
Portland, Oregon on May 2, 1973, does hereby support the provision it Section
132c of S. 1361 relating to religious broadcasting by non-profit organizations and
does hereby urge that S. 1361 be so enacted.

Passed by the Annual Business Sessions on May 2, 1973.
M{r. BRE.TNNANX. Mir. Chairman, the final issue to be considered in

these hearings is the carriage of .porting events by cable television.
We shall hear first from the National Cable Television /Association.
JMr. Hostetter. would you identify yourself and your colleagues for

the record, plase ?
Mfr. HosTF'rrm. n.Ir. Chairman, I am Amos B. Hostetter. Jr., chair-

man of the National Cable Television Association with offices here in
.Washington, D.C.

At the table withL me. this afternoon, on your extreme right is Rex
Bradley, president of Telecable Corp., of Norfolkl;. a.; Stewart Feld-
stein, general counsel of the National Cable Televsion Aasceiation;
and on my right, Gary Christensen, special counsel to NCTA.

Senator 'MCCJEUT,.A-. Very well.
I believe you gentlemen have -10 minutes to present your views. and

your full prepared statement will be inserted in the record.

STATEMENT OF AMOS B. HOSTETTER, JR., CHAIRMAN, NATIONAL
TELEVISION ASSOCIATION, INC.; ACCOMPANIED BY: REX BRAD-
LEY, PRESIDENT OF TELECABLE CORP. OF NORFOLK, VA.; STEW-
ART YELDSTEIN, GENERAL COUNSEL; AND GARY CHRISTENSEN,
SPECIAL COUNSEL, NATIONAL CABLE TELEVISION ASSOCIATION

M,\r. ITos'ri.rrE:In. I understand that we do have an allotted 40 minutes
time period, which Mfr. Bradley and I will primarily split in discuss-
ing slOtb provisiollns of the proposed bill. ILowever, I would like to
take a fewr minutes before wc ' :gin with that presentation to deal with
what appeared to me to be two questions raised in this morning's
testimony, which I felt were not answered adequately or completely.

The fiist of those two questions was the mention of the so-called
OTP compromise and why NCTA agreed to accept the position em-
bodied therein. \ short answer to that question is that NCTAr was
placed under intense pressure, and really was gciven two fundamental
clioices; neither of whicll were desirable from tlhe industry's point of
View.
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Senator AICCLELLN. You're talking about the consensus agreement?
3Mr.- HOSTaE'rER. I'm talking about the consensus agreement, yes, sir.
Senator nMcCrELLAN. What did you say just now? You were given

two alternatives ?
3Ir. HosTErrEn. We were given two simple choices: One was to ac-

cept the terms as they were proposed without change.
Senator MCCLELLAN. Proposed by whom ?
Mir. Hosm.TTER. Proposed by the proponents of the compromise po-

sition. which were those whose name has been ascribed to it, by the
OTP. But there were many other forces at play in that compromise,
and I think it would ruquire a considerable record, to lay before this
committee all of the elements of pressure that were brought to bear
at that time.

Our choices were quite simply framed as accept the proposal as it is
made to you; or run the risk that the FCC rules to allow the cable
industry to grow and expand would be denied us, that the freeze would
be continued and that passage of a copyright bill might be obstructed.
I think given that "Hobson's choice," we made the only possible
decision.

I would point out to you that it was under extreme pressure, the kind
of pressure which nearly fractured the industry and the association
into unreconcilable parts.

The second point that I would-
Senator IMCCLELLAN. Do you want to identify that pressure?
MIr. HOSTE=rER. I do not feel this is the appropriate forum to identify

individuals. I just want the record to be clear that-
Senator MCCLELLAN. Well, it's not very clear if that's all you're

saying.
All right. Proceed.
5Mr. HosTErrE. Well, the offices of the administration involved with

communications affairs, most specifically Dr. Whitehead's office, felt
that this was a reasonable reconciliation of cable interests and broad-
cast interests. And it was delivered to us as the terms on which cable
would be allowed to proceed with construction of new markets.

And in that framework, we felt we had no choice but to accept those
terms.

The second point that I thought was-
Senator MCCLELLAN. Well, we may want further explanation of this.
Mfr. TIOST'rTER. The second point that was raised this morning re-

lated to why compulsory arbitration is not, in our judgment, at this
time. a satisfactory resolution. Quite simply stated. there are four rea.
sons that I would offer for that position.

One, the period of extensive negotiation which has gone on with the
motion picture owners has indicated that there is very little factual
basis on which to make a determinatian of fees. I believe that the record
put before you this morning, particularly the record of Mr. Mitchell,
gives you all of the information that any arbitrdtor could have before
hima in makingthis determination.

So I do not believe there could be any expansionl of kllowledge by
submitting the issue to what would be a time consumning and expensive
process of arbitration.

Second, it is essential that CA.T systems pay royalties: and as was
pointed out this morning, that may seem a very surprising position
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for NCTA, as a trade association, to take. HIowever we have been
badgered and beaten with the specter of being parasites on the exist-
ing communication system. We have had it quite simply laid out for
us by the FCC, that if we are to have an environment in whichll we
can grow and expand, one of the absolute essential conditions is the
payment for copyrights.

So we at this point are eager to find a fee schedule on which we
can move forward and avoid the delay, whichl I think has been previ-
ously testified to, which would be associated with extended arbitration.

Third, a proposition has been posed-that we mnight concede liabil-
ity, let a tribunal go forward with the arbitration, and accept their fee
schedule retroactively-as a wvty to go over the second problem of
delay that I raised.

To me, it's absolutely unthinkable in light of thle financial reqluire-
ments of this industry. It surprises ime that anyone with any financial
sophistication would suggest that approach. Clearly the bankers. and
the in estmennt banks who we look to for our funding are not going to
provide money to this industry when we have conceded liabiiity, but
do not know tihe amount of that liability.

Fourth, it seems to me that at this point in time if an industry
which had previously not been liable is to accept liability, we ought
to have the certitude of a fixed time in which it will begin. and a
fixed fee for some period, until the conditions which might result
from arbitration would apply.

I think this is the only appropriate way for an industry previously
not subject to liability to lakl;e a transi'tion into whvat is at best 111
uhlmown business condition.

Senator MCCLELLAN. Let me make a._ observation and a comment
on that. Some of the opposition to the fees proposed in the pending
bill contend that by setting a fee here. even an interim fee of 1 to 5
percenht pending the royalty board making its final decision. that such
a fixed fee, interim fee by the Congress in this bill would carry with it
the implication or be persuasive to the arbitration or to the ro yalty
board that Congress thought this fee was a reasonable and proper fee;
and thus, would place the other side at a disadvantage.

Now, do you want to comment on tha t,
I think it is fair to ask you that. It is a part of the concern or the

expressed concern of the other side.
,Mr. I]os'ETLm. I think it is-certainly the record in this legisla-

tion will show, given the diversity of poi{nts of view between the par-
ties at interest here. that there were no hard facts developed and
presented on whicl the comlrittee could make definitive answers. Aind
I think it will be very easy, in this record, to establish that this fee
schedule has no precedental value.

Senator McCrr, LAN. I think this record should reflect that I don't
think anyone here may have a better idea. One may have a better guess
than the other.

But at the moment, it seems to me it is rather speculative as to what
is the correct, proper, equitable fee that should be established.

Mr. I-TosTe'rrrn. Absolutely agreed.
Senator RMCCRELLAtX. I think the record should reflect that it is to

some extent, albitrary, if we pick this amount, these fees of 1 to 5
percent; yes, it is somewhat arbitrary, because as the record reflects
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over and over no one seems to have the correct answer on what should
be the permanent answer to it as of this time.

And so, vwhatever we do-if we should pass the bill in its present
form or in any form fixing a fee pending the final resolution of the
issue by some tribunal, that we may establish by arbitration-that this
fee should be regarded as what it is, an interim fee, a stopgap measure,
somethiing that *vill establish the principle of law; that there is a pro-
prietor's right that reaches to the cable operators and one that they
will have to honor, acknowledge and make compensation for.

To whatever that compensation should be, if we pass the bill in the
,present form, it establishes that principle as a principle and a matter
of law, but it does leave open, and that is the intent of it, to leave open
the amount of the charge of the fee to be fixed subject to decision of a
proper tribunal that would be established and subject to facts and in-
formation that would support the decision of that tribunal.

All right. You may proceed.
Mr. HOSvETrER. We agree with you on that point. We have no ob-

jection to the statement you have just made.
In fact-
Senator MICCLELLA, . I make it because that is the way I feel about it

as a member of the committee, so as to put this record in its proper
perspective. It is not the purpose of this committee, and i am sure I
speak for them, to impose a condition or pressure on the arbitrators,
whoever they are, or whatever a tribunal finds in establishing the fee.

Mfr. HosTrT:Tr. If you will excuse that digression, I think we should
now go back to the association s comments on the sports blackout.

Sentator MCCLELLAN. All right. You may proceed.
I will take into consideration I have used some of your time.
MIr. IIosTE'rrER. I wish to address my comments to subsection 111 (c)

(4) (C) of S. 1361, which is the cable sports blackc provision of the
proposed revisions of the Federal copyright statute.

At the outset. I want to emphasize tfhe total uniqueness of the sports
blackout provision. The section 111 of the bill establishes a scheme of
copyright liabiliby for secondary transmission by cable television sys-
tems. Under this scheme, some secondaqry transmissions would be
exempt from copyright liability; others would be subject to compul-
sory licensing; and some would become actionable as acts of infringe-
ment absent voluntary licensing by the copyright holder.

With the exception of the sports blackout provision, the liability
of various secondary transmissions depends solely upon such factors
as the classification of the primary broadcast station, the location of
the cable television stations, the types of broadcast signals available
in the lmlrket, the existence of exclusivitS agreements, and certain
notices and payment provisions required by cable systems.

*What makes the sports blackout provision unique is that it is the
only provision in section 111 which makes a distinction based upon
the program content of the secondary transmission. Except for
sports programing, all ty'.)es of commercially broadcast programins are
treated in the same manner in determining whether their secondary
transmission will be subject to a compulsory license. Only sports
programing receives special treatment.

I wish to make clear that, as others have already testified, the
cable industry supports the concept of compulsory licensing for sec-
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ondary transmission with payment of a reasonable fee for such licenses.
I submit, however, that it would be unreasonable and a disservice of
the public interest for the Congress to treat sports programing differ-
ently in section 111 from other programing, and to deny cable systems
compulsory licenses fcr carriage of such programing where they
would otherwise exist.

As subsection 111(c) (4) (C) (iii) is now written, the sports blackout
provision would prevent the carriage by a cable system of a live pro-
fessional team sports event-which otherwise would be carried-if an
authorization to broadcast that event has not been granted to any of
the broadcast stations within whose local service area the system is
located.

What is the purpose of that provision The cable sports blackout
provision in this bill appears unrelated to the rationale and purpose
of the exemption from antitrust laws granted by Public Law 87-331.

Both the House and Senate Committees on the Judiciary clearly
stated that the purposes of that legislation were: (1) To enable the
member clubs of a professional football, baseball, basketball or hockey
league to pool their separate rights without violating the antitrust
laws; and (2) To prevent such package contracts from being used to
impair college football receipts; notable for its absence is reference
to protecting home gate of professional teams.

Subsection 111 (c) (4) (C), as now written, concerns neither pooling
arrangements to help weaker clubs in a league, nor protection of col-
lege football receipts.

If the proposed subsection is intended to protect the gate receipts
for home games of professional sports teams. it would mark a new
affirmative congressional policy. While section 2. of Public Law 87-
331 permits limited blackout provisions in pooling arrangement con-
tracts exempted from the antitrust law, Congress has not thereby
attempted to protect home gate receipts. Rather its intent was to
limit blackout agreements.

In explaining the meaning of section 2 of Public Law 87-311,
Representative Celler stated:

Mr. Speaker, Section 2 of the bill contains the first of two significant limita-
tions on the antitrust exemption provided by the bill. Section 2 states that
the antitrust exemption shall not apply to any joint agreement transferring
television rights which prohibit the televising of any game in any area, except
in the home territory of a member club on a day when that club is playing a
game at home. The effect of Section 2 is to allow only so much of a blackout as
was recognized as reasonable by the judge in the particular case.

Mr. Speaker, the Department of Justice, although opposed to the
enactment of legislation of this character, has stated, that if the
committee believes that a 'bill along these lines is in the public
interest, it should include a limiting .ovision of the nature of sec-
tion 2.

Similarly the House report states:
This secticn is designated to deny the antitrust exemption with respect to

joint agreements transferring league television rights which prescribe a blackl;-
out of any territory, except in the situation in which Judge Grim recognized
such blackout as reasonable, namely, in the home territory of a member club
on a day when that club is playing a game at home.

Congress was thus not attempting to protect the home gate by
including section 2. Rather, Congress created an antitrust exemption



517

in section 1 in order to protect the weaker teams in the league who
were unable to sell television rights individually. Section 2 was then
inserted solely for the purpose of limiting the scope of that exemp-
tion by stating that the exemption would not be available if restraints
were placed on the television broadcast of professional games; unless
the restraint were consistent with the ones recognized as reasonable
by Judge Grim in United States v. National Football League. It is
therefore my opinion, that as written, the blackout rights provided
in this bill go beyond any previously established congressional intent.

If the proposed cable sports blackout provision represents a new
policy to protect home gate receipts, I would suggest that this com-
mittee give careful consideration to such , policy; at a time when
most professional sports teams are playing to record attendance, I
do not believe that the public interest is served by denying the public
reasonable access to sporting events through secondary transmissions
via cable systems.

I would further suggest that any benefits which sulch a blackout
provision might provide the weaker teams would be more than offset
by the detrimental impact such a provision would have on the growth
of cable television and the availability of programing to the general
public. I submit that a blanket policy of protecting home gate receipts
for al; professional team sports, without regard to the existing finain-
cial health of particular sports, is unwarranted and unnecessarily
restrictive.

If this committee, however, believes that it is a necessary national
policy to protect the home gate receipts of professional sports teams,
then I believe due care should be addressed to the existing overbreadth
of subsection 111(c) (4) (C). Congress in the past chose to explicitly
limit blackl;o,'s to what a court said was reasonably necessary to pro-
tect gate receipts. Surely nothing more is required here.

The following are some of the aspects of the subsection's over-
breadth. First. it is not limited to days on which a team in the market
is playing at home. Indeed, it is not even limited to markets which have
a local team in the league, or even the spolts, to which the blackout
would apply.

Second, it applies even where none of the local stations is interested
in broadcasting the event in question.

Third. it is not limited to the geographic are critical to home gate
receipts. When the limitation on the antitrust exemption was debated,
cable television with its unique ability to pinpoint audiences, was not
considered.

Cable differs significantly from television broadcasting which
transmits to the public for up to a radius of 60 miles. Since once broad-
cast, the signals of a television station are not selectively blocked. the
only practical solution to protecting home-draw available to the courts
and the Congress, at that time, was to permit the blackout of broad-
casts by local stations in the team's market when the team was at home.

The incidental but necessary effect of this approach was to black out
an area much larger than was necessary to protect the home territory.
Since the reach of a cable television system is limited to its own conl-
munitv. blackout provisions applicable to cable television can and
should be limited to the geographic area reasonably necessary to pro-
tect the homegate.
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'Now, if I may make an aside to my prepared text, that paragraph is
a little complicated. and I think it may be more understandable if we
take a specific examrrple.

The football leagues, for example, generally attempt to black out
stations for a 75-mile radius around the stadium. Given the fact that a
television station broadcasts approximately 60 miles, a station right
at the edge of that black-out ring, that is '6 miles from the stadium,
will put a receivable signal back to within 16 miles of the stadium.
Thus by their actual practice, what the teams are saying is that they
wvant an area of 10 to 15 miles around their stadium to be blacked out
from television reception. Thus. in practice they have voluntarily
chosen to define their home market and blackout a 10- to 15-miles
radius not a 75-mile radius.

Since cable does not radiate signals, you could have a cable system
16 to 18 miles from the stadium in the communitv that receives signals
coming in from a. station at the fringe of the 75-mile ring, which
would not be allowed reception under this bill, but by the actual prac-
tice of the league. and I believe we can take their practice as indicative
qf their voluntary judgment, to be nonthreatening to their homegate
receipts.

A specific example in point is thle New York Giants games -which
are broadcast on the HTartford television station WTIC-TV, which is
approximately 100 miles from New York City. The grade B contour of
that television station comes back to withini 2. miles of New York
City proper. Thus a great deal of Westchester County and southern
Connecticut presently receives the Giant's games off-air from tIart-
ford.l .

Returning to my text we submit that the p)roblems of defining the
area of protection, wvhich may differ from sport to sport. market to
market. and year to year. as well as the ability to grant waivers for
equitable reasons, demands a flexible approach to regulation which
calnot adequately be met by the neces-lary riicdity of copyright legis-
lation.

Some. flexibility could be provided by the Federal Communications
Colnmission. and( we believe that delegating appropriate authorit- to
the FCC for regulation in this area would b(. far more appropriate
thaln gi ing plofessiollal sports programing rig(d, preferential treat-
ment. in copyright legislation.

If notwitlhstanding the foregoing, this colllmittee believes that some
form of preferential treatment for sports pl)ograming is necessary in
this bill. then I sllggest the following alternative for a sports black-
out provision:

A calble system. located Mithin the urbanized area of a city in which a profes-
sional baselball, basketball, football, or hockey team is permanently head-
quartered, xhich carries secondary transmi.ssion of distant stations pursuant to
a coilplulsory license as provided for herein, may be required to delete programs
on ,iuchl signals enibodling home ganmes of such team, if the home teamn or its
league has made the game unavailable to all television stations Ahich serve the
city in which the cable system is localed.

Cable systems in existence on the date of enactment of this act shall not be
required to delete such programs.

'Thank you for Your coul tesy and consideration.
Senato:r MIcCmI,.LN.s All right. Thank you, Mr. HI-ostetter.
All righllt. The next witness,-Mr. Bradley.
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Mr. BRADLEY. MIy name is Rex A. Bradley. I am president of Tele-
Cable Corp. with offices at 740 Duke Street, Norfolk, Va. I am also a
member of the board of directors of the National Cable Television
Association.

TeleCable, my company, is the 16th largest cable television company
in the United States, and through its subsidiaries operates 33 cable
television systems located in South Carolina, Georgia, Alabama, North
Carolina, West Virginia, Illinois, Wisconsin, Virginia, and Kansas.

Because the members of the public who avail themselves of my com-
pany's cable television services desire more diverse programing at
more convenient viewing times, I am vitally interested in those sccflons
of S. 1361 which affect cable television operations.

It is my understanding that subsection 111(c) (4) (C) provides a
sports blackout applicable to the reception and distribution of tele-
vision broadcast signals by cable television systems. It is to that
specific subsection that I wish to address my comments.

While I am not a lawyer, I understand that professional football,
baseball, basketball, and hockey clubs have been afforded special
treatment under th. Federal antitrust statutes, to enable them to pool
their separate rights for television and radio broadcasting without
violating the national anticompetitive policy, and also to prevent such
pooling contracts from being used to impair college broadcast receipts.

If the sports blackout subsection is enacted as presently written, a
cable television system in a television market would be prevented from
carrying a live professional sporting event if an authorization to
broadcast that event a.s not been secured by a broadcast station within
the local service area of which the cable system is located.

I believe that this cable sports blackout provision goes far beyond
a restatement of the existing national antitrust policy, and is un-
related to the reasons for, alnd the purposes of, the exemption from
the antitrust laws granted by Public Law 87-331.

Furthermore, in the context of this copyright bill, only sports pro-
graming receives special treatment; all other types of commercially
broadcast programs are treated the same in determining whether
their secondary transmission will be subject to a compulsory license.

I have examined my own company's cable television systems signal
complement in the light of the proposed sports blackout provision
and I find that 21 of the 33 systems would be immediately, and ad-
versely, affected. Furthermore, it is my opinion that almost every
new cable television station would also be seriously affected.

As I understand the purpose of the antitrust exemption, it was,
first, to allow pooling arrangement so that the draw area of certain
types of professional sports teams could be protected. This area has
not been clearly defined. It is sometimes called the home territory.

I believe that an appropriate area would be the urbanized area, as
defined by the U.S. Census Bureau, which is an area sufficiently large
to protect a home team's gate receipts, if protection is deemed
necessary.

I am sure that this committee is aware, however, that there is nluch
debate about whether such protection is necessary. I understand that
Senator Pastore has introduced S. 1841, a bill which would place a 1-
year moratorium on such blackouts under certain circumstances.
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Further, the Federal Communications Commission has under con-
sideration, in docket 19417, proposed rules which will deal with the
carriage of sports events by cable television systems.

In these circumstances, the expansion of the blackout area from the
home territory necessary to protect the gate receipts of certain sports
teams to the service area of a television station, an area encompassing
hundreds of square miles, would be most unwise. It seems to me to be
better public policy to refine the antitrust exemption rather than to
place such rigid concepts in a copyright revision bill.

I also believe that the exemption to the antitrust statutes identifies
-only four major team sports: football, ba.:eball, basketball, and
hockey. The language of the sports blackout provision in S. 1361
would expand that protection to all professional team sports, from
soccer to the roller derby-if that is a sport.

If it was the judgment of the Congress that restrictions should be
placed on the extent of the exemptions to our antitrust laws, which I
believe is a valid and necessary one, there has been little or no justi-
fication, in the public interest, to reverse that judgment. If for ni
other reason alone than to limit the erosion of our antitrust laws. the
present sports blackout provision of S. 1361 should be rejected.

The antitrust exemption was designed to protect a local member
club on the day when it was playing at home from a broadcast of that
home game. As I read the sports blackout provision of this bill, any
sports event will be blacked out unless it is being broadcast by a local
television station.

In my experience a Redskin fan is a Redsl;in fan, and carriage of a
Philadelphia Eagles-New York Giants game on a cable system in
Rockville, Md., even if that game is not broadcast by a AV'Washington
television station, will not keep the New York Giants' fan from Ken-
nedy Stadium, if he can get tickets to the game.

If this sports blackout provision is enacted as written, it will require
cable television systems to blackout broadcasts of Ram -Fortyninllers
games in towns as far away as Lexington Park, Md., unless it is carried
on a local station. I cannot see how this is consistent with the present
antitrust exemption or how it serves the public interest.

It is my understanding that the antitrust exemption provides pro-
tection only when a football, baseball, basketball, or hockey team,
through its league, has prohibited a local broadcast. The blackout
provision here would go further.

Even if a team or league had offered the program to a local televisiol
broadcaster. who had turned it down for one reason or another, that
game could not be carried by importing a television station from a
more distant city which had decided to broadcast the game. Here the
standard is that the local station must have received, in hand, author-
ization to broadcast the game.

HIow does it serve the public's interest to prohibit the carriage of a
teamn sports event if the local broadcaster chooses not to Eet-broadcast
authorization? It seems clear to me that this provision also ranges
beyond existing public policy or antitrust statutory exemptions.

I think it is well to remember that the sports blackout would be an
illegal conspiracy in restraint of trade without the statutory exemp-
tion. It is submitted that when football teams alone receive almost $70
million this year from radio and television stations for broadcast
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rights, and advertisers are charged $210,000 a minute for their mes-
sages during the Super Bowl, the sports blackout need not be further
espanded.

In any event, cable television viewers in mostly remote and rural
areas have come to depend on a variety of sports for part of their tele-
vision entertainment. It would not be in the public interest to deprive
viewers of programs to which they have become accustomed over a
period of many years.

Last, I believe that in the rapidly developing fields of professional
sports and cable television, it would better serve the public interest
to provide a mechanism which would remain flexible, so that changes
in the public interest could be accommodated. By deleting the present
sports blackout provision and leaving regulation of the carriage of
such programs to the Federal Communications Commission, that
mechanism can be achieved.

As FCC Chairman Dean Burch testified last year, before the
Senate Subcommittee on Communications of the Committee on
Commerce-

Senator MCCLELLAN. You have already gone over your time.
M3r. BRADLEY. In his statement, Chairman Burch pointed out that

the public was better served by the access to the broadest possible
range of progiaming made available to the largest public. He stated
that impact on sports teams "must, of course, be balanced against the
desire of the public for the most diverse possible menu of sports
programing."

I believe that it is highly unfair to the American public to further
deprive them of the right to watch televised events of the professional
sports business.

I respectfuly urge this subcommittee to remove section 111 (c) (4)
(C) from this bill.

Thank you for the opportunity to be heard.
Senator iMCCLELLAN. Thank you gentlemen.
[The prepared statement of JMr. Hiostetter and Mr. Bradley follow:]

STATEMENT OF AMOS B. HOSTETTER, JR., CHAIRMAN, NATIONAL CABLE TELV"ISION
ASSOCIATION, INO., BEFORE THE SUBCOnMMITTEE ON PATENTS, TRADEMARKS AND

COPYRIGHTS OF TIIE CO*MMITTEE ON TIIE JUDICIARY

I am Amos B. Hostetter, Chairman of the National Cable Television Associa-
tion, with offices at 918 16th Street, N.W., Washington, D.C. 20006. I wish to
address my comments to Subsection 111(c) (4) (C) of S. 1361, which is the cable
sports blackout provision of the proposed revisions of the federal copyright
statute.

At the outset, the total uniqueness of the sports blackout provision must be
emphasized. Section 111 of the Bill would establish a scheme of copyright liability
£or secondary transmissions by cable television systems. Some secondary trans-
missions would be exempt from copyright liability; some would be subject to
compulsory licensing; and some would become actionable as acts of infringe-
ment absent voluntarylicensing by the copyright holder.

With the exception of the sports blackout provision, the liability of various
secondalry transmissions depends solely upon such factors as the classification
of the primary broadcast station, the location of the cable system, the types
of broadcast signals available in the market, the existence of exclusivity agree-
ments, and certain notices and payments requirid by cable systems. What makes
the sports blackout Irovision unique is that it is the only provision in Section
111 which makes a distinction based upon the program content of the secondary
transmlssion. Except for sports programming, all types of commercially broad-
cast programs are treated the same in determining whether their secondary
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transmission will be subject to a compulsory license. Only sports programmirg
receives special treatment.

I wish to make clear that, as others have already testified, the cable industry
supports the concept of compulsory licensing for secondary transmissions with
the payment of reasonable fees for such licenses. I submit, however, that it
would be unreasonable and disserving of the public interest for the Congress to
treat sports programming differently in Section 111 from other programmiing,
and to deny cable systems compulsory licenses for carriage of such programming
where they would otherwise exist.

As Subsection 111(c) (4) (C) (iii) is now written, the sports blackout pro-
vision would prevent the carriage by a cable s3 stein of a live professional team
sports event-ivhichl otherwise would be carried-if an authorization to broad-
cast that event has not been granted to any of the broadcast stations within
whose local serrice area the system is located. What is the purpose of this pro-
vision?

On its face, the cable sports blackout provision is unrelated to the rationale
and purpose of the exemption from the antitrust laws granted by Public Law
87-3.31 (15 U.S.C. §1292). Both the House and Senate Committees on the
Judiciary clearly stated that the purposes of that legislation were (1) to
efiable the member clubs of a professional football, baseball, basketball or
hockey league to pool their separate rights without violating the antitrust laws
and (2) to prevent such package contracts from being used to impair college
football receipts.' Snbsection 111(c) (4) (C) concerns neither pooling arrange-
nlents to help weaker clubs in a league, nor protection of college football receipts.

The proposed subsection is also far too broad to be intended to protect the
gate receipts for home games of professional sports teanis; and if it were so
intended, it would mark a new affirmative Congressional policy. While Section
2 of Public Law S7-331 permits limited bl;lckout provisions in pooling arrange-
ment contracts exempted from the antitrust law. Congress was not thereby
attempting to protect home gate receipts. Rather, its intent was to limit black-
out agreements.

In explaining the meaning of Section 2 of Public Law 87-.331, Representative
Celler stated:

"MIr. Speaker, section 2 of the bill contains the first of two significant limita-
tions on the antitrust exemption provided by the bill. Section 2 states that the
antitrust exemption shall not apply to any joint agreement transferring tele-
vision rights which prohibit the televising of any game in any area, except in
the home territory of a member club on a day when that club is playing a game
at home. The effect of section 2 is to allow only so much of a blackout as was
recognized as reasonable by the judge in the particular case.

"fIr. Speaker, the Departmlent of Justice, although opposed to the enactment
of legislation of this character, has stated. that if the committee believes that a
bili along these lines is in the public interest, it should include a limiting pro-
vis'ion of the nature of section 2."

,Similarly, the IIouse Report states:
"'This section is designated to deny the ,ntitrust exemption wvith respect to joint

agreements transferring league television rights which prescribe a blackout of
any territory, except in the situation in which Judge Grim recognized such black-
out as reasonable, namely, in the home territory of a member club on a day when
that club is playing a game at home."

Congress was thus not attempting to protect the home gate by including Section
2. Rather, Congress created an antitrust exemption in Section 1 in order to pro-
tect the weaker teams in the league who were unable to sell television rights in-
dividually. Section 2 was then inserted solely for the purpose of limiting the scope
of the exemption by stating that the exemption would not be available if restraints
were placed on the television broadcast of professional games-unless the re-
straint was the only one recognized as reasonable by Judge Grim in United
States v. NTationial Football League, 116 F. Supp. 319 (E.D. Pa. 1953).

If the proposed cable sports blackout provision represents a policy to protect
home gate receipts, I would suggest that this Committee give careful considera-
tion to such a policy. At a time when most professional team sports are playing to
record attendance, I do not believe that the public interest is served by denying
the public reasonable access to sporting events through secondary transmissions
via cable television. I would further suggest that any benefits which such a

1H.R. Rep. No. 1178. 87th Cong., 1st Sess. (1961); S. Rep. No. 1087, 87th Cong., 1st
Seis. (1961).
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blackout provision might provide the weaker leagues would be more than offset
by the detrimefital impact such a provision would have on the growth of cable
television. I submit that a blanket policy of protecting home gate receipts for
all professional team spIorts, without regard to the existnig finar'in! health of
particuIar sports, is unwarranted and unnecessarily restrictive.

If this Committee, however, believes that it is necessary national policy to pro-
tect the home receipts of professional sports teams, then I believe due care
should be addressed to the existing overbreadth of Subsection 111 (c) (4) (C).
Congress in the past chose to limit blackouts to what was reasonably necessary to
protect gate receipts. Surely nothnig more is required here.

The following are some of the aspects of the subsection's overbrcadth. First, it
is not liinited to days on which a team in the market is playing at home. Indeed.
it is not even limited to markets which have a local team in the league, or even
the sports, to which the blackout would aDpply. Second, it applies even where
none of the local stations is interested in broadcastnig the event in question.
Third, it is not limited to the geographic area critical to home gate receipts.
When the limitation on the antitrust exemption was debated, cable television
with its unique ability to pinpoint audiences, was not considered. It differs
significantly from television broadcasting which transmits to the public for up
to a radius of sixty miles. Since once broadcast the signals of a televisi(n station
are not selectively blocked, the only practical solution to protecting home "draw"
available to the Courts and the Congress, at that time, was to permit the blackout
of broadcasts by local stations in the team's market when the team was at homre.
The incidental but necessary effect of this approach was to black out an area
much larger than was necessary to protect the home territory. Since the reach
of a cable television system is limited to its own community, blackout provisions
applicable to cable television can and should be limited to the geographic area
reasonably necessary to protect the home gate.

We submit that the problems of defining the area of protection, which may
differ from sport to sport, market to market, and year to year, as well as the
ability to grant waivers for equitable reasons, demand a flexible appr(Jach to
regulation which cannot adequately be met by the necessary rigidity of copyright
legislation. Such flexibility could be provided by the Federal Communic:aiinlls
Commission, and we believe that delegated appropriate authority to the FC¢i' for
regulation in this area would be fare more appropriate than giving professironal
sports programming rigid, preferential treatment in copyright legislation.

If some form of preferential treatment for sports programming is deemed
necessary by this Committee, then I suggest the following alternative for a sports
blackout provision:

"A cable system, located within the urbanized area of a city in which a pro-
fessional baseball, basketball, football, or hockey team is permanently head-
quartered, which carries secondary transmissions of distant stations pursuant to
a compulsory license as provided for herein, may be required to delete programs
on such signals embodying home games of such team, if the home team or its
league has made the game unavailable to all television stations which serve the
city in which the cable system is located. Cable systems in existence on the date
of enactment of this ACT shall not be required to delete such programs."

Thank you for your courtesy and consideration.

STATEMENT OF REX A. BRADLEY, PRESIDENT, TELECABLE CORP., BEFORE TiHE SUBR-
COMMITTEE ON PATENTS, TRADEMARKS, AND CbPYrIOHTS OF THE SENATE CONt-
BITTEE ON THE JUDICIARY

My name is Rex A. Bradley. I am President of TeleCable Corporation with
offices at 740 Duke Street, Norfolk, Virginia 23510. I am ilto a mtember of the
Board of Directdrs of the National Cable Television Association, Itic. TeleCable
is the sixteenth largest cablI television coinpany in the T'lited States ihlliilh.
through its subsidiaries, operates thirty-tihrb cable television systems located
in South Carolina, Giorgia, Alabamfia, North Carolina, West Virginii, Illinois.
Wisconsin, Virginiia and Kansas. Because the members of the public k;ho avail
theiiselv-es of my compariy's cable television s'ervice desire niore diverse pro-
gramming, at more convenient viewing tiine§, I am vitally interested in thoso
sections of S. 1361 which iffect catle televivlon olierations.

It is my understanding that StilisJtibn 111(c) (4) (C) provides a sports blalk-
out applicable to the reception and distribution of television brnadcast signals
by cable television systems. It is to thht qpcIflc §subi9ction that I wish to address
my comments.

20-.34473-34
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While I am not a lawyer, I understand that professional football, baseball,
basketball and hockey clubs have been afforded special treatment under the Fed-
eral antitrust statutes, to enable them to pool their separate rights for television
and radio broadcasting without violating the national anticompetitive policy, and
also to prevent such pooling contracts from being used to impair college broad-
cast receipts.

If the "sports blackout" subsection is enacted as presently written, a cable
television system in a television market would be prevented from carrying a live
professional team sports event if an authorization to broadcast that event has
not been secured by any broadcast station within the local service area of which
the system is located.

I believe that this cable sports blackout provision goes far beyond a restatement
of the existing national antitrust policy, and is unrelated to the reasons for, and
the purposes of, the exemption from the antitrust laws granted by Public Law
87-331. Furthermore, in the context of this copyright bill, only sports program-
ming receives special treatment; all other types of commercially broadcaist pro-
grams are treated the same in determining whether their secondary transmission
will be subject to a compulsory license.

I have examined my company's cable television systems signal complement in
the light of the proposed sports blackout provision and I find that twenty-one of
the thirty-three systems would be immediately, and adversely, affected. Further-
more, it is my opinion that almost every new cable television system would also be
seriously affected.

As I understand the purpose of the antitrust exemption, it was, first, to allow
pooling arrangements so that the "draw area" of certain types of professional
sports teams could be protected. This area has not been clearly defined-it is some-
times called "the home territory"-but I believe that an appropriate area would
be the urbanized area, as defined by the U.S. Census Bureau, which is an area
sufficiently large to protect a home team's gate receipts, if protection i8 deemed
necessary.

I am sure that this Committee is aware, however, that there is much debate
about whether such protection is necessary. I understand that Senator Pastore
has introduced S. 1841, a Bill which would place a one-year moratorium on such
blackouts under certain circumstances. Further, the Federal Communications
Commission has unde: c.ils.,'eration, in Docket 19417, proposed rules which will
deal with the carriage of sports events by cable television systems.

In these circumstances, the expansion of the "black-out" area from the home
territory necessary to protect the gate receipts of certain sports teams to the
service area of a television station-an area encompassing hundreds of square
miles-would be most unwise. It seems to me to be better public policy to refine
the antitrust exemption rather than place such rigid concepts in a copyright
revision Bill.

I also believe that the exemption to the anti-trust statutes identifies only
four major team sports: Football, Baseball, Basketball and Hockey. The language
of the sports blackout provision in S. 1381 would expand that protection to
all professional team sports from soccer to the roller derby. If it was the
judgment of the Congress that restrictions should be placed on the extent of the
exemptions to our anti-trust laws, which I believe is a valid and necessary one
there has been little or no justification, in the public interest, to reverse that
judgment. If for no other reason alone than to limit the erosion of our anti-trust
laws, the present sports blackout provision of S. 1861 should be rejected.

The anti-trust exemption was designed to protect a local "member club" on
the day when it was playing at home from a broadcast of that home game. As I
read the sports blackout provision of this Bill, any sports event will be blacked
out unless it is being broadcast by a local television station. In my experience a
Redskin fan is a Redskin fan, and carriage of a Philadelphia Eagles-New York
Giants game on a cable system in Rockville, Maryland, even if that game is not
broadcast by a Washington television station will not keep that fan from Ken-
nedy Stadium, if he can get tickets to the Redskins' game. If this sports blackout
provision is enacted as written, it will require cable television systems to black-
out broadcasts of Rams Forty-Niners games in towns as far away as Lexington
Park, Maryland, unless it is carried on a local station. I cannot see how this
is consistent with the present anti-trust exemption or how it serves the public
interest.

It is my understanding that the anti-trust exemption provides protection only
when a football baseball basketball, or hockey team, through its league, has
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prohibited a local broadcast. The blackout provision here woukl. go farther.
Even if a team or league had offered the program to a local television broad-
caster, who turned it down for one reason or another-that game could not be
carried by importing a television station from a more distant city which had
decided to broadcast the game. Here the standard is that the local station must
have recei.ed, in hand, authorizatioh to broadcast the game. How does it serve
the publ,:o's interest to prohibit carriage of a team sports event if the local broad-
caster chooses not to get broadcast authorization? It seems clear to me that this
provision also ranges beyond existing public policy or anti-trust statutory
exemptions.

I think it is well to remember that the sports blackouts would be an illegal
conspiracy in restraint of trade without the statutory exemption. It is sub-
mitted that when football teams alone receive almost $70 million this year
from radio and elevision stations for broadcast rights, and advertisers are
charged $210,000 a minute for their messages during the Super Bowl, the sports
blackout need not be further expanded.

In any event, cable television viewers in mostly remote and rural areas have
come to depend on a variety of sports for part of their television entertainment.
It would not be in the public interest to deprive viewers of programs to which
they have become accustomed over a period of many years.

Lastly, I believe that in the rapidly developing fields of professional sports
and cable television, it would better serve the public interest to provide a mecha-
nism which would remain flexible, so that changes in the public interest could
be accommodated. By deleting the present sports blackout provision and leav-
ing regulation of the carriage of such programs to the Federal Communications
Commission, that mechanism call be achieved.

As FCC Chairman Bean Burch testified last year, before the Senate Subcom-
mittee on Communications of the Committee on Commerce:

"l'he Commission is well aware of the facts of sports blackouts. Each new foo,t-
ball season brings us a steady .lream of complaints that a particular television
station is not televising a particular game because of a blackout provision.

"There is also the background matter of cable television and sports blackouts,
We instituted a rule making proceeding in the entire area of cable's sports car-
riage on February 2, 1972, the same day the Commission adopted its new rules
for cable television.

"To focus the proceeding, we proposed a specific rule to deal with Section 1292
and requested comment on other possible rules to carry out the purposes of the
law as a whole. Under our proposed rule, when a major league football, baseball,
basketball, or hockey team is playing at home, a cable system licensed to the
home city of a team may not carry a professional game of the same sport unless
it is available on a local station. (In this event, of course, it must be carried.)"

Chairman Burch pointed out that the public was better served by access to the
broadcast possiblh. range of programming made available to the largest possible
public. He stated that impact on sports teams "must, of course, be balanced
against the desire of the public for the most diverse possible menu of sports
programming."

I believe that it is highly unfair to the American public to further deprive
them of the right to watch televised events of the professional sports business.

I respectfully urge this Subcommittee to remove Section 111 (c) (4) (C) from
this Bill.

Thank you for the opportunity to be heard. If you should desire a supple-
mentary statement showing examples of how the purposed sports blackout
would affect my company's cable television systems, I would be happy to provide
it.

Mr. BRENNAN. The next witnesses appear on behalf of the National
Collegiate Athletic Association.

Senator MCCLELLAN. All right, gentlemen. Have a seat.
Mr. BRENNAN. Gentlemen, you have 12 minutes for your part of

the presentation.
Mr. Higgins, would you identify yourself and your associate for

the record, sir?
Mr. HIGmINS. Yes, sir. I am James B. Higgins, athletic director at

Lamar University in Beaumont, Tex. I'm speaking to the concerns
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and interests of the National Collegiate Athletic Association. As a
member of the NCAA's Television Committee, and chairman of our
cable television subcommittee, I am supposed to keep abreast of our
cbaieerns with the cable industr.

iEr. THOMrAS. Mr. Chairman, my name is Ritchie Thmas. I am
associated with the law firm of Cox, Langford & Brown, Washington
counsel for the National Collegiate Athletic Association.

I may say that we understood that we had 15 minutes, so we may go
a couple minutes over.

Senator MCCLrLLAN. Gentlemen, we do have another vote scheduled
for 4: 30. We have an hour, but sometimes we ask some questions. And
so, if you are through within that hour, I will be satisfied.

I try, in allocating the time, to be as fair as I could, but I realize
sometimes presenting a statement the witness feels like he wants to
further emphasize his point, he doesn't quite get through, and we try
to take those things into consideration.

So you may proceed.
Mr. HIGGINs. Thank you.
I would like to digress in a few places from the prepared statement.

STATEMENT OF JAMES B. HIGGINS, CHAIRMAN, CATV SUBCOM-
MITTEE, NATIONAL COLLEGIATE ATHLETIC ASSOCIATION; AC-
COMPANIED BY: RITCHIE T. THOMAS, ESQ., OF COX, LANGFORD
& BROWN, WASHINGTON COUNSEL, NCAA

Mir. HIGGINS. The members of the National Collegiate Athletic As-
sociation have a vit..i interest in the cable television provisions of the
copyright revision iegislation, Senate bill 1361, which is the subject of
these hearings, and we appreciate the opportunity to appear today
and oexplain our interest and our concerns.

The provisions ultimately incoiporated into this legislation will
brbadly de'ne the conditions under which cable television systems
wvill be authorized to intercept programing broadcast over the air by
television broadcast stations and carry those programs to cable system
subscribers who may be located hundreds of miles away from the site
of the broadcast.

The NCAA strongly believes that if serious injury to high schools
and colleges is to be prevented, the authorization for such secondary
transmissions by cable systems must be qualified in two special re-
spects (1) In order to avoid the special and injurious impact un-
limited seccndary transmissions of broadcast television programs
would have in the case of intercollegiate sports, cable systems should
be denied autl:ority under the blanket copyright license provisions to
mako soeoannrary transmission of intercollegiate sports events to areas
Where they are not carried by local television broadcast stations.
And I would like to come back to that point later.

(2) In order to avoid serious erosion of the protection which Con-
gress extended to high schools and colleges in the Telecasting of Pro-
fessional Sports Contests Act, which is Public Law 87-331. and regard-
less whether it makes any other specific provision regarding second-
ary transmission of professional sports events, the legislation should
specifically deny cable systems authority to make secondary trans-
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missions of professional football games into areas where telecasts
are prohibited under section 3 of that act.

A little backround on the NCAA itself. It is voluntary, nonprofit,
education organiaztion composed of ,71 members of which almost
700 are 4-year colleges and universities. The membership provides in-
tercollegiate competition in 24 different sports in which each year
more than 175,000 students compete.

A basic purpose of the association is to initiate, stimulate, and im-
prove intercollegiate athletic programs for student athletes.

Of these sports programs there are only ti o, in fact only one sports
program which makes any money for the colleges. Our football pro-
gram takes in dollars, and our basketball program just about breaks
even at most universities and colleges. Tennis, track, field, swimming,
golf, all of the other programs provide no income.

We usually take what, if any, profits we make from our football
and basketball programs and support these other programs. In sup-
port of these programs, the NCA.A members annually spend over
$237.4 million in the administration and conduct of intercollegiate
competition. As I have pointed out, for most of these institutions,
income from attendance from these major sports events is a substantial
sourc £ income of economic support for their programs. But there
are oni.- about 85 of all these 700 members whose intercollegiate pro-
ramrs are operated in the black. The programs are subsidized by the

institutions or the State legislature because they feel that it is im-
port ant to the national and local interest.

Getting back to point No. 1, in about 1951, the NCAA saw the im-
pact thatk the media of television was going to have on our athletic
programs, and appointed a committee to develop a television plan to
control that impact.

We were e cry much afraid of the impact of television on the insta-
dium attendance.

Now., we'd like to point out that the plan that we operate-I would
like to read the purpose of the plan-that this plan is modified, im-
proved. brought up to date every 2 years and it's been in effczt now
about 22 years. Through this plan, we control our television, program-
ing, and it is really more of a plan to protect the members from the im-
pact of television upon the ilstadium attendance than it is for the dol-
lars it generates.

We state that the purpose of this plan shall be: To reduce as far as
possible the adverse effects of live television upon football game at-
tendance, and in turn upon the athletic and related educational pro-
grams depending upon the proceeds therefrom; to spread football tele-
vii on participation aniong as many colleges as practicable; to promote
college football through the use of television; to advance the overall in-
terest of intercollegiate athletics; and to provide college football tele-
vision to the public to the extent that they are compatible with these
other objectives.

The provision of this plan is that we have about 15 dates a year, 15
Saturdays, in which we telecast football. If we telecast one game each
Saturday, that would only accommodate 30 colleges, if they were all
different schools. So to spread the exposure and what income is de-
rived, we devised a system where on some weekends we would have
regional telecasts. We'd have one game eaLh on the east coast, the
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west coast, the Midwest, the South, the Southwest, maybe five in all.
And we restrict the telecast of these games just to that area, so that
there is only one game being telecast in any given area in the United
States. We do that, as I stated, to increase exposure so that in all more
schools are included and more schools benefit from the income.

Honever we don't want more than one game on television in -any
area. That is because we have myriads of colleges, small and largeo,
playing and if we had all of these games on in every area, we wouild
be bmothered. A good examAle of what would happen-relating to
my point No. 1--if capable systems were to be able to pick up
distance signals of these regional games is provided in my area. in
Texas. The only game we might have on local television would be, for
instance, Arkansas and Texas Tech. And if I know that telecast is
scheduled for a certain time of the day, say they're going to play at 2
o'clock, I schedule my grame at night, or if it's going to be at night, I
schedule my game that day.

We are going to be bothered by any game thlt people are interested
in, they will be watching it. If cable television comes in, however, they
may also pick up the game on the east coast. It might be Penn State-
Notre Dame, and start about 11 o'clock ill the morning. Next, they will
pick up the nlidwest game, it could be Michigan State-Michigan or
LSU-.Mississippi, and end up on the west coast with UCLA. or some-
body like that on the screen until 9 o'clock that night,.

There is no place for us to run. Many, many schools and colleges will
be disrupted in trying to attract a crowd, and for this reason, we would
be in serious trouble. Without express limitations, obviously there
would be nothing to prevent that.

My second point concerns the impact of professional lames. l-n'lor
this Public Law 87-331, Congress protected the colleges and high
schools from the pros oil Sahtu days and Friday nights. Th. law does
however, allow them to telecast if there is not a iigh schuol or a college
ga'me being played in the area.

For instance, Atlanta Falcons Lar playing ull in 'Minnesota, and
the .NFL deternines t.here is no college game and no high school game
within 75 miles from Atlanta. The market is there and they probably
wvill telecast that game back to Atlanta. And they wouldn't hull an+-
body, they wouldn't hurt any high school game or any college ganio.

If, however, cable comes in, and picks it up off the air-and 1at'-
ticularly later when the tecllnology- is nore advanced. and they are
able to interconnect-this game could be carried b1v initeronnecting
cable all over the United States into malny commullities wich are
trying to have a local school or college football gaime. whether it was
H-onolulu or Arizona, or wh-erever. We think certainly this protection
the Congress gave us in Public Law 87-2.31 should be protected from
this kind of erosion by cable.

Returning to telecasts of collegiate sports, as another example. we
lhave the sellout exception. ]Ve may Il:ve scheduled one game to be

s!hown all over the Nation that day, maybe University of Southern
( alifornia and Notre Dame. Iloweveer, the Texas-Oklahonma ganme in
l)allas is sold out. People in Dallas can't get a ticket. People in

ormanl can't. get a ticket, and people in Austin can't get a ticket. and
it's not going to be televised.

So the plan allows that game to be televised in only those three
communities. Obviously, their supllrtels should have anl opportunity
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to see it, buy a ticket, or see it on television, and the network whlilh
buys our national program, they know this. They say, well, ckay,
we re going to lose those three markets. That s okay. We are going to
buy the program with that limitation.

But what happens and has already- happened, a cable company pilts
up their antenna and picks .up the limited telecast and carries it to
additional wide areas. I believe the last count-I forget how mnaiIy
thousand homes in the Texas Panhandle and Oklahoma where this
Texas-Oklahoma game was pirated and shown. Obviously this hurts
local colleges, and the big advertisers, the Chevrolet people, the people
who advertise the 'CAAX packae., they wonder why they should be
spending their money on the N(SC package when their rival, Ford
Motor Co., picked up the Texas-Ok1lahonma game, which was a whole
lot better game, and had a lot more interest.-As a result, our package
.s less valuable.

These are the salient points of our problem.
We think if the limitations we request are not placed on the cable

TV systems, then the end result will be less college television. The big
schools, the Notre Dames, the Ohio States, the lNenn States, the Ala-
bamas and Texas lniversities, those people are going to be on tele-
vision. But the people who will get hurt are the small schools that
are getthilg some exposure because of our plan, because we spread
out these exposures.

And if the protection will no longer be there, then those schools who
are trying to regenerate in-stadium attendance will suffer. In addi-
tion, our plan diverts some of the money to the smaller schools. If no
limitations are imposed on secondary transmissions of collegiate sportfs
events, we, think our plan will be completely disrupted, and would
blow up.

3Moreover, we believe that the secondary transmission authority
should include a provision which extends to high schools and colleges
the same protection in the case of secondary transmission of profes-
sional football ganmes by cable systems as that whlich they now possess
from television broadcasts of those games.

And in conclusion, the SNCAA strongly believes that the limitations
on cable systems' secondary transmission of sports events which we
have requested are of vital importance to the colleges. junior colleges
and high schools of the United States. We believe that these limitations
are in the public interest, andthllt tlhe) must be incorporated into any
legislation granting cable systems broad rights to make secondary
transmissions of a television broadcast.

Senator MICCLELLAN. All right.
Mr. H.iggins, thank you very niucnh.
[The prepared statement of Mir. Higgins follows:]

STATEMENT OF JA.MES B. HIGOINS, CHAIRIMAN, NATIONAI. ('OII.ECIATE A1'rI.rIc
ASSOCIATION CABLE TELEVISION SUBCO-MMITTEE, BEFORE TIIE SUBCO\MMIirTEE
ON PATENTS, TRADEMARKS AND COPYRIGI1TS

The members of the National Collegiate Athletic Association has a vital
interest in the cable television provisions of the copyright revision legislation
(S. 1361) which is the subject of these hearings. and we appreciate the oppor-
tunity to appear today and explain our interest and our concerns.

I. INTRODUCTION AND BACKGROUND

The provisions ultimately incorporated into this legislation will broadly define
the conditionb under which cable television system.l will be authorized to intercept
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programming broadcast over-the-air by television broadcast stations and carry
those programs to cable system subscribers, who may be located hundreds of
miles away from the site of the broadcast. The NCAA strongly believes that if
serious injury to high schools and colleges is to be prevented, the authorization
for such "secondary transmissions" by cable systems must be qualified in two
respects:

1. In order to avoid the special and injurious impact unlimited secondary
transmissions of broadcast television.programs would have in the case of inter-
collegiate sports, cable systems should be denied authority under the blanket
copyright license provisions to make secondary transmissions of intercollegiate
sports events to areas where they are not carried by local television broadcast
stations.

2. In order to avoid serious erosion of the plrotec.ion which Congress ex-
tended to high schools and colleges in the Telecasting of Professional Sports
Contests Act (Public Lawv 87-331)-and regardless whether it ma'kes any other

lqpecial sports events-the legislation should specifically deny cable systenr.
authority to make secondary transmissions of professional football games into
areas where telecasts are prohibited unider Section 3 of that Act.

Before turning to a discussion of these points, however, some background
information may be useful. The National Collegiate Athletic Association is a
voluntary, non-profit, educational organization composed of 771 Illembers, of

hichll 696 are four-year colleges and universities and 75 are allied and affiliated
organizations. The NCAA membership provides intercollegiate competition in 24
different sports in which each year more than 175.000 students compete. A
basic purpose of the Association is to "initiate, stimula.e and improve intercol-
legiate athletic programs for student-athletes... ." NCAA Constitution, Art.
Two. Section 1 (a).

The NCAA. recognizes that "competitive athletic programs of the colleges are
designed to be a vital part of the educational system." NCAA Constitution, Art
Twvo, Section 2. In support of these programs, NCAA members annually spend,
iln total. more than $237.4 million in the administration and conduct of inter-
collegiate competittin. For most of the MICAA's Inember institutions. income
frout attendance at major sports events is a substantial source of economic
sulpport. for their total sports programs. Yet there are only approximately 85
colleges in the United States whose intercollegiate programs are operated in
the black. For the rest of the NCAA members, athletic programs are 9perated
at a deficit. When income from live gate receipts, television, radio and like
sources are deducted, NCAA four-year institutions of higher education are today
annually bubsidizing intercollegiate athletic competition by approximately $23.3
mnillion. This means that at a time when higher education is faced with grave
financial pressures, it is running a deficit of $23.3 million becaaise it thinks
sports l)articipation is a valuable educational experience.

We understand that the junior colleges have a comparable experience with
the financing of athletic programs, and there are increasing reports of curtail-
ment or elimination of high school extracurricular programs, including sports,
,s a result of budgetary limitations. Moreover, the finances of many high schools
and colimges are uceh lJtiL the loss of just 200 admissions. representing $600 in
lost income. would be very significant, and have an effect on the overall athletic
program.

Against this kbackground, any action adversely affecting in-person attendance
at intercollegiate and interscholastic sports event is a matter of serious concern.
Precisely this effect, however, is threatened if cable television systems are to be
granted blanket secondary transmission authority without appropriate
limitations.

II. LI.MITATIONS SIOULD BE IMPOSED ON SECONDARY TRANSMISSIONS OF
INTERCnOLLEGIATE SPORTS EVENTS

Sinte 1051, the members of the NCAA have implemented a series of television
control plans in order: (1) to reduce the adverse effects of live television upon
school and college football game attendance (and, in turn. on the athletic and
physic;al education programs dependent upon the proceeds from that attend-
ance), while (2) at the same time spreading television particiption among as
many colleges as possible. The overall objectives have been to advance the in-
terests of intercollegiate athletics and to provide college football television to
the public to the fullest extent compatible with other objectives.
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The current football television plan ca'lls for network telecasting of Saturday
games, with nati iwide telecasts of a single game in some \vceks and in other
weeks a series t regional games being telecast. Opportunity is also afforded
for the local telecasting (or cablecasting) on a limited number of stations of
gamles of great interest in a particular college community, under specified cir-
cumstances and only if no applreciable damage will be done to any concurrently
conducted college game. Friday night telecasts are authorized only if no injury
will be done to concurrently conducted college, junior college or high school games.

This arrangement permits a wide diversity of colleges and universities to
appear on national or regional television: an average of 55 colleges will appear
on network telecasts in any year. Income from such appearances typically is
received by other members of tt. conferences to which the participants belong
as well as by the participants themselves, with the result that on the average
220 colleges and universities share in this income each year. Taking local tele-
casts into account, in 1972, 90 members of the NCAA made 158 appearancll
on some form of simultaneous television pursuant to the plan. Seventy-four of
these appearances were on national television. Twenty-one games were telecast
in local areas (ranging fron, Hartford to Honolulu) under the provisions govern-
ing snch telecasts.

A somewhat similar plan has been designed in order to permit the telecasting
of ganies in the National Collegiate Basketball Championship, again contain-
ing limited restrictions appropriate to provide necessary protection to in-person
attendance. In general, the tournament television policy provides that first-
round, regional and national finals gamnes may be televised via stations located
more than 180 miles from the game site (120 miles in the case of first-round
games) and that such games may be televised without geographical restrictions
provided the games are sold out at least 48 hours prior to first-round and re-
gional gaines or 72 hours prior to the finals games. In addition. the basketball
telecasting policies of the various intercollegiate conferences, although diverse,
generally take account of the impact of telecasts on concurrently schedluled
contests.

The vast coverage potential of cable television systems threatens the effec-
tiveness of these control systems, to the extent that cable television S'telms
can and do appropriate the authorized telecasts for proliferated transmission
into areas where only measured impact of telecast games upon games in prog-
ress is contemplated by the control plans. The premises of the exceptions granted
for local telecasting ,f intercollegiate football games are completely vitiated
when a CATV system appropriates the right of the authorized local telecast and
carries it into other areas, where local high school or college games are being
played. The same result occurs when a cable system carries a basketball chanm-
pionship game into the locality of the game in circumstances where the plan dneo
not provide for local telecasting. The arrangement for regional telecasts will
become unworkable, because cable systems able to import games telecast in other
regions may carry three or four college games staggered (because of time zone
differences) throughout the day on Saturday, greatly increasing the impact on
attendance at local games.

As a consequence, these plans would collapse, and there would be less rather
than more college sports coverage available to the television viewer. In the case of
football, only the top 20 or 30 collegiate football powers would be seen on
national television. because without the discipline of these plans both n %tworks
and local stations will be principally interested in telecasting the most a'trqctive
major college games. Smaller colleges will be effectively denied access to nTtinnal
or regional television, and athletic programs will suffer at colleges and univwr-
sities, which are not national football powers-including all of the member-
of conferences which will no longer he represented on national television.

In the case of both of these plans, the principal concern of the NCAA is not
the impact widespread cable carriage of the telecasts concerned may have on
the revenues from network telecasting. The fundamental problem is the lons
of control over-and thus the ability to mitigate-the impact of telecasts of in-
tercollegiate sports events on in-person attendance at local games.

The NOAA believes that these effects can and should be regulated through
protection against unauthorizee. appropriation and transmission of telecasts
afforded by the copyright laws. To this end we urge that the modified cible tele-
vision provisions of S.1361 be fashioned so as to deny cable system authority
to make secondary transmissions of intercollegiate sports ever.ts into arenas
where television broadcasts are not authorized, with the result that, unleqss li-
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censed by agreement of the parties, such unauthorized transmissions will be
actionable as acts of copyright infringement and subject to the infringement
remedies provided by the bill.

As originally prepared. by this Subcommittee, Section 111(c) (4) (C) of the bill
would deny authority to make secondary transmissions of a live telecast of an
organized professional team sporting event in areas where local stations are not
broadcasting that contest. Should this provision be retained in the modified
version of ,he bill, the protection requested by the NCAA could be extended by an
amendment to cover amateur sporting events as well. Certainly it seems clear that
amateur sports should be given treatment in the bill at least as favorable as that
accorded professional sports. Regardless whether special provision is made for
professional sports, however, we believe protection of the kind we have outlined
is independently justified as required in the best interests of interscholastic and
intercollegiate sports programs.

II. CABLE SYSTE.MS SHOULD BE DENIED AUTI{CRITY TO .MAKE SECONDARY TRA.NSMIS-
SIONS OF PROFESSIONAL FOOTBALT GAMES INTO AREAS WHIIERE TELECASTS ARE PRO-
IIIBITED UNDER SECTION 3 OF PUBLIC LAW 87-331

In addition, the NCAA wishes to point out that when Congress gave profes-
sional sports clubs a special exemption from the antitrust laws so that they
could sell telecasting rights to their games on a pooled basis, it included a provi
sion designed to protect high schools and colleges from the disastrous impact on
in-person attendance at their games of conflicting telecasts of professional foot-
ball games. That provision, (Section 3 of the Telecasting of Professional Sports
Contests Act, Public Law 87-331), cancels the antitrust exemption as to any
agreement which permits a Friday evening or Saturday telecast of a professional
game from a station within 75 miles of a scheduled interscholastic or intercol-
legiate football game, during the period beginning on the second Friday in
September and ending the second Saturday in December.

So long as the copyright revision bill contains an exception from the general
copyright authority in the case of secondary transmissions of professional team
s, )rting events into areas where television broadcasts had not been authorized,
the provisions of Public Law 87-331 are (at least in part) indirectly imposed on
cable systems. Removal of the exception for professional sports telecasts, host ever,
would raise the possibility that CATV systems will be at liberty to carry profes-
sional games in direct conflict with high school and college contests.

Under Public Law 87-331, a professional game may be telecast on a Friday
night or a Saturday duriag the protected period so long as no high school or
college game is scheduled to be played within 75 miles of the transmission site.
Telecasts of professional games may be, and have been, freely made in areas
where there are no local high school or college games on the day concerned. It
is frequently the case, for exanple, that NFL games will be telecast nationwide
by CBS and NBC in December, avoiding, however, telecasts in areas where local
high school or college games are to be played.

Unless the becondary transmission authority is appropriately conditioned,
therefore, telecasts of such games could be picked up by cable systems and car-
ried to subscribers in areas many miles from the broadcast site where there are
local high school or college games. The effect of the telecasts of professional
football games on local high school or college games is well established, and it
is clea.- that the impact of such cable carriage on intercollegiate and inter-
scholastic sports programs would be disastrous.

Accordingly, we believe that the secondary transmission authority should
include a provision which extends to high schools and colleges the same pro-
tection in the case of secondary transmisiuns of i,rofebssioal football games by
caibe systems as that which they now posseis from television broadcasts of those
games.

IV. CONCLUSION

The 'CAA strongly believes that the limitations on cable system secondary
transmissions of sports events which wve have requested are (f vital importance
to the colleges. junior colleges and high schools of the United States. We believe
that these limitations are in the public interest and that they must be incor-
porated into any legislation granting cable systems broad rights to make sec-
ondary transmissions of television broadcasts.

iMr. BRF,NNAN. The final witnesses of this hearing are the repre-
sentatives of the professional leagues.
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Would you please comne forward.
Would you identify yourself, please, for the record.
Mr. VANDERSTAR. My name is John Vanderstar. I'm an attorney in

VTWashington for the firmnn of Covington & Burling representing the
National Football League, and I'm appearing here on behalf of Com-
missioner Rozelle.

Mrr. Kuiix. And my nalne is Bowie Kuhn. I am commissioner of
baseball, and here I'm representing the professional baseball.

Mr. Rucx. 'My name is Don Ruck. I'm vice president of the Na-
tional Ioclkey League, and I'm representing the member clubs of the
National Hockey League.

Mr. IIocIIrBERG. My namell is Phillip IIochllberg. I am counsel to the
Nation~al IHockey League.

Mr. KAFrrAN. IMy name is Robert MI. Kaufman. I'm a member of
thle firm of Proslauer, Rose, Goetz & lMendelsohn, counsel to the Na-
tional lBasketba:ll Association, and I represent the commissioner of
tlle National Basketball Association.

,Mr. BRENINAN. Commissioner, do you wislh to be the first man at
bat?

Mr. Kuii-x. I would like to. I appreciate the idiom you use, MIr.
Bremlin.

IMr. BRENNAN. I'm surprised there is no designated pinchhitter
from the two leagues.

Mr. KuIm-. Ile is doing so well we left him in the stadium and they
sent me here alone.

STATEMENTS OF BOWIE KUHN, COMMISSIONER OF BASEBALL,
BASEBALL LEAGUES; DON V. RUCK, VICE PRESIDENT, NATIONAL
HOCKEY LEAGUE; JOHN VANDERSTAR, COUNSEL, NATO1NAL
FOOTBALL LEAGUE; ROBERT Ml. KAUFMAN, COUNSEL, NATIONAL
BASKETBALL ASSOCIATION; AND PHILLIP HOCKBERG, COUNSEL,
NATIONAL HOCKEY LEAGUE

hMr. KIuNx. LeCt J11e say firt, r. Cllai:rman, T am delighted to be
hero with you and to gihve my views to your committee. Wre h]ave sub-
mitted an extensive statement to the subcommittee.

Senator MICCLEILAN. Your statement will be printed in the record
in full, and you may highlight it.

Do you have othelI who 'have statements?
Ir. BRENNANX. Yes, each of tle separate leagnues.

Senator I LcCLELlTAN,. rach of the wit!css' statements may be printed
in filll in the record, and you nlake your presentation by Ilighlighting
your statements and your position as you choose.

Mr. KUrIx. Thank you, Mrr. Clairllmnan. I ll just take a few minutes
and try to hiihlifiglit and give some perspective on the statement we
have sulbnittdL. in speanling on bellhalf of not only Matjor League
Baseball and its 24. clubs, but on bellalf of MIinor League Baseball and
127 clubq in tle 17 leargues in the Ulnited States.

We sulpl)olt tile copyr)iglht re ision bill as it has been prepared, and
particularly we support. section 111 of that bill. I say that for this
reason, Mr. Chairman, we feel that the control, which the bill as pro-
posed, would ghive to professional sports and professional baseball, for
whomn I speakl-is vital to the health of our professional game, and
to these 151 cities where we present baseball to the United States.
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As you knov, I believe, [Mr. Chairman. we sell our broadlcasting
rights on both a national and local basis. We sell a package to the Na-
tional Broadcasting System for the W orld Series, the National All
Star Game, the Saturday Game of the Week and the NMonday Game.
We also sell 24 separate loca' ,-ackages. Each major club sells a local
broadcasting package to stati...s or sponsors.

This is a very important part of our business, 25 percent of our
revenue, approximately, over the years has come from.broadcasting,
and I would anticipate that this percentage may very well increase.

It is vital to us that this revenue be protected, and I say that for-
some very practical reasons, that we in professional baseball are
faced with. Today, the overall position of our major league industry
is in a loss position financially and has been so for severar vears. I am
hopeful, of course. that this will be changed. but that is a difficult fact
that we are presented with today.

Over one-half of our clubs are losing money today in their present
operations. They exist and operate because they are operated by
men who have a very strong sporting instinct, who are devoted to
our game, and who want to be a part of it.

Senator lMCCLELLAN. Why are they losing money?
Mr. KrIIN. I am coming to that. Wfiat I'm going to say, Mr. Chair-

man, let me jump ahead and say this.
Senator McCIELTA,. All right. You may proceed. I would just like

to have some comment about it.
MAr. KurnN. All right.
The 127 minor league clubs that exist throughout the United States

could not exist, and this is a critical part of the answer to your ques-
tion, Mr. MIcChairman, without the subsidy provided by the major
lea gues. The cost of player development-

Senator McCLrELTAX. In other words, it is maintaining the farm
team that is llwhere the great emphasis-

MIr. KuIH. IYes; that is correct.
Senator MICCLEr,Lr, Ns. They make no profit, do they ?
Mtr. IKIIN. The minor league clubs? They do here and there, yes:

but in the main they do not. An exceptional operation may be profit-
able but in the main they do not because they exist, again because
in 127 or the better part of 127 cities around the country you have
as you do in the major leagues, sports-minded people who vwant to
see professional baseball presented in their towns.

And I may say with respect to those 127 minor league towns that
in most of them professional baseball is the only professional sport
presented, and forms a critically important part of the entertain-
ment for the citizens of those communities. And I would emphasize
here the importance of the entertainment.

Senator ,McCiLErr, A. They are not supported by gate receipts alone.
are thev?

NMr. klurT. No: they are not. They're supported by basically two
things or perhaps basically three thini.rs. Tley are su pported by ,rate
receillts in part. They are supported by concession receipts, swhich
are really important in the minor league, and they are supported
l.y the subsidy provided by the major league clubs to the minor
league clubs.
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Senator MCCLELLAN. And in some instances, they are supported
also by public subscription, aren't they ?

Mr. KUmtN. Yes, sir. They certainly are, and by what might be
referred to as the charity of the men who finance the clubs, which
is another public subscription.

I think there is a very great danger to professional baseball, if we
hal e uncontrolled telecasting of baseball. rhe vital part of our broad-
caAt picture at the major league level is this local package that each
club sells, that I described a moment ago. These are sold on an exclu-
sive basis, and their value unquestionably is greatly hinged on the
ability of the local club, whether it's the Phillies, the Yankees, or who-
ever, to sell exclusively in their market territory.

If the:e is a prospect, as we think there is, a dangerous prospect of
an infusion of distant signals carrying other baseball broadcasts to
these markets, surely the value of these exclusives is going to be
greatly diminished. And I might say, Mr. Chairman, tlmrt wien we
telecast our games locally, the main part of our telecasting is away
gailes, about 75 percent of the gamies that we telecast are our away
gamnes, not our home games.

Therefore, we are concerned with the protection of that exclusive of
both the away games we telecast as well as the home games we telecast.
And we are further concerned, and this is where we see a great danger
at both the major- and minor-league levels of the effect on the holme
gamnes. At both levels, it is the sincere opinion of our operators, and of
iyself that if there is uncontrolled television coming into the market,
,our abilitv to sustain our bome gates, as we now sustain our home gates.
A ill be gr:eatly diminished. In other words, it will be a form of conl-
petition for home gates.

Now, in the comments I have heard earlier today there was a great
emphasis on football, -which has the wonderful situation of having
largely sold its ballparks at the major league level. That is not true in
professional baseball. Wbile our attendance is enormous, we are not
able to day-after-day sell our entire ballparks.

And it is of vital importance to us that we maintain the protection
of our home gate, and wve feel this uncontrolled television coming in
would have a very adverse effect upon our home gate. WVe think the
evidence that this is a real danger is quite dramatic from what we
have sublnitted. We have )been given some new information that we
have developed recently, and the burden of that is this:

Since the new FCC regulations, in the year ended April 1, 1973, 304
CTrV permits have been granted by the FCC in major league ter-
ritories; 304 in major league territories and of those 304, 171 are
righlt in major league cities.

'Let me take some specific examples which point up the danger that
we think affects it. Take Milwaukee where the Brewers play, and tele-
cast a great many of their games; unless the copyright revision bill
is passed with section 111, it will be possible under present regula-
tions to have 277 games now being telecast by the Cubs and the White
Sox in Chicago made available for telecast in Milwvaukee.

The Chicago Cubs are on WGN. The White Sox are on WVSNS.
They are both independent stations. The Cubs do 148 of their games
aminnally, the Wlhite Sox, 129; 277 total. All of these will be avallable
.to rgo into Milwaukee.
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I cannot believe there would be any broadcasting rights of value left
in Milwaukee if this should happen. The same thing is true of Minne-
sota, where the Twins play. All of those 277 games from Chicago would
be available to go into Minnesota with a devastating effect, in my judg-
ment. on the operation.

Senator MCCrELLAN. Do you have a blackout now against those
games?

/Mr. K(uiN. No; we do not. These are local games. With our local
games, Mr. Chairman, there is no blackout provision at all.

To give you a further example, the Boston Red Sox and the Phila-
delphia Phlillieq are on either side of the New York market. Both New
York teams telecast on independent stations. Their gaines would be
available to go into both Philadelphia and Boston.

The 3Mets telecast 112 of their games, the Yankees 69. This is an-
other 181 games that would be free to go into Philadelphia and Boston.

And again, Mr. Chairman, one doesn't need to be a. bit sophisticated
about this business to know the devastating impact that would have on
the broadcast right of the Phillies and the Red Sox if in part or in
whole that began to happen, and that it can happen, is demonstrated
by a survey that CATV channels are being-the permits are being
granted now in these markets, in Boston and Philadelphia. This is
not something that we are speculating on, but this is the fact.

And as the CATV grows, and we hope it will, goodness knows where
this mav go in terms of its total impact; from the point of view of pro-
fessional baseball, that is a pretty ghastly prospect, unless we are able
to control the dissemination of our broadcast rights, and that is all we
ask for.

I think it is clear also to look at the realities that the CATV P^eple
readily 'dynlit that sport., broad:-asting is vital to them. There is no pre-
tense that they are going to use some other kind of broadce.sting; sports
broadcasting is what they are hinging their prospect of success on.

In other words, they have said plainly that they intend to go exten-
sively into sports broadcasting.

Now, I think something important in concluding, I should say, Mr.
Chairman, is this: I think baseball has behaved very responsibly in
terms of its obligations to the public in making its games available. In
the first place between the majors and the minors, as I say, we have
maintained this enormous entertainment network of 151 clubs and 151
markets around the country.

We play 2,000 major league games. We play 7,300 minor league
games. I cannot tell you .how important this entire system is. It draws
over 40 million peoI;le, by far the largest of anything in professional
sports. Over 40 million people are drawn to these events.

If we wvere difficult n our broadcast policies and didn't telecast a
lot of these games. then I could say, I think the chairman should say
to me, "Well, what have you got to complain about?" We do broadcast
our galnes by television, very extensively. Of our 2,000 major league
games nearly 1,100 are telecast annually, and not telecast over just
one station, Mr. Chairman. We are currently telecasting over 173
television stations in and around our local markets through our local
broadcasting contracts.

Now, if you will look at our national broadcast contract, there we
were telecasting regularly over 190 NBC stations in the United States
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covering the country. Tllere was a game every Saturday during the
basebaliseason an.I a game on 15 Monday nights during the baseball
season. NBC carries our all star game as they did last week, our league
champion series and our world series. All of these are carried nationally
all over the country.

So that literally hundreds and hundreds of thousands of hours of
television time are provided today by major league baseball, I think
a very responsible performance in our attempts of serving the public
with pictures of our games. We feel that this has been a reasonable
and fair performance on our part in terms of the public need and
interest.

And I think that it is fair to assume that we will look at newly
developing technologies and try to use thelm, given control of our
product as we pray we shall be, and try to use them thoroughlly in
the public interest as we have in the past; as we lhave, for instance,
with our world series gamnes where there is no blackout. *We telecast
the world series not only in the cities where those gameos are bLing
played, but all over tile country as well. IKnowing occasionally we
may get a piblic relations blackeye because you may see a few empty
seats here and there because we will televise right in the market, but we
do in trying to serve the public interest and wve feel \\e have behaved
very responsibly in this way. So we do support the bill. and we very
particularly support section 111.

And I thllank you for your consideration.
Senator MACCLELA. a -. Thank you very Inuch, MIr. Commissioner.
Mr. RuCic. Mr. Chairman?
Seniator M:CCLEILAN. Mr. r. Ruk, all right.
}Mr. RUCK. Yes, sir.
Since hockey and baseball share similar player development prob-

lems, we like baseball must develop our own minor league players.
We, too, have both our network television contract, extensive local
contracts. We will support the remarks made by Mr. IKuhn.

Senator MCCIELLAN. Thank you, sir.
Mr. BRENNAN. Mr. Vanderstar of the National Football League.
Mr. VANDERSTAR. Mr. Chairman, I have submitted a statement on

behalf of Commissioner Rozelle of the National Football League.
Essentially 'what it does is warmly endorse and urge the enactment
of those provisions in this bill which den' with carriage of sports on
cable systems, in particular 111(c)(4)(C).

We have made a record before the committee and also before the
Commmuications Commission about our need for this. We have tried
to show that contrary to the comments repeatedly made by the cable
industry, the purpose of Congress in 1961 in enacting Public Law
87-331 was to give the professional sports leagues the privilege to sell
their games on a pool, or joint package basis to a single network.

Congress knew full well then when it enacted that exemption from
the antitrust laws, that in allowing, in our case the NFL, to do that,
we would be selling games in a fashion that would result in one game
being telecast in each market.

Now, with the growth of more teams, with the amalgamation
of the two leagues and so on, we are now in a position where in every
market in the United States on Sunday afternoon there are two, and in
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most of them three, live telecasts of professional football games avail-
able to the viewing a.dience.

We think, and a grood many other people think, that is plenty of
professional footbll on television. We have structured the distribu-
tion of those galmes in a way that we think serves the public interest for
a variety of reasons, and wh]at we ask is that we be allowed to continue
to do that. that we not lose control of any distribution of this product
for financial reasons and other reasons as well, and that we not see
cable systenms allowed to continue and increase the practice of simply
mIovin, gatme telecasts throughout the country to suit their own interest
and convenieCrce, rather than ours or the public s, as we see it.

That is our position.
Senator PM.cCLELLAr.. Thank you, very much.
For the record, the Chair observes we are going to have a rollcall

vote, only it came quicker than I thought, so I'm going to have to
leave in a moment. If you can finish real quickly.

MIr. I(AUFMrAN. Mr. Chairman. we have submitted for the record
the statement of Commissioner Kennedy of the National Basketball
Association strongly supporting the provisions of the bill as they are.

I would like to point out two things, if there is time, that the com-
mlittee should take into considerationl. Professional basketball games
like other professional games discussed here are not produced pri-
marily for television. They do have a unique chlaracter. They are
different from the other types of broadcasting material, to which the
cable people refer.

They do not have a potential for reuse that other types of entertain-
nenIt programs may have. They do not have the type of national ac-
ceptance wit h respect to a particular game; and for that reason, they
-do deserve special consideration.

HIere we would also like to point out that there has been a dis-
clission of the antitrust exemption which is, in our view, not quite
Colllplete. The antitrust exemption that was granted was granted with
respect to pool broadcasts, because one was thought to be needed. No
one ever felt that the decision of a team on a single basis to sell one
game and not to sell another game needed congressional support.

And the marketing plans of the individual members of the Na-
tionlal basketball Association in their single game sales on a nonleague
basis ha-e been that they would sell as mnmy games as possible with-
out interfering with attendance.

The problem that they face with the cable situation is that the game
which has been not sold at home, but which the visiting team is allowed
to take back, was not sold for a specific economic reason, which was to
prcset, the gate. The cable proploses to bring that game back into the
home team area, and in effect, to destroy the gate, which the team is
trying to protect.

It places a terrible burden on the team to decide whether it will ex-
eClulde the cameras of the away team in order to protect its very exist-
elnle in terms of ticket sales, and that is a choice to which sports should
niot be put. The only result would be to deprive people of the ability
to watch sports and not to add to the number of games that they re-
ceive. I think that is a point which should be taken into account.

Also, I would join with the other sports in the support of the bill
in its present form.

Thank you, 3Mr. Chairman.



539

Senator MCCLELLAN. All right.
Thank you very much.
[The prepared statements of the Professional Baseball Leagues, Na-

tional Hockey League, American and National Football League and
the National Basketball Association follow:]

STATEMENT ON BEHALF OF MfAJOR. LEAGUE AND MINOR LEAGUE BASEBALL, BY
BnwIE K. KUIIN, COMNiIIssIONER OF BASEBALL, BEFORE TIIE U.S. SENATE COMf-
MITrTEE ON TIHE JUDICIARY, SUBCOMMITrTEE ON PATENTS, TRADEIARKS AND COPY-
RrIGHTS, IN SUPPORT OF S. 1361

MIr. Chairman, I appear here today in strong support of the prcvisions of
Section 111te) (4)(C) of S. 1361. I am appearing on behalf of the 24 Major
League Clubs of both-the American and the National Leagues as well as the 127
Minor League Clubs comprising Professional Baseball's system of 17 Minor
Leagues.

The matter before the Subcommittee, of course, is the Copyright Revision Bill,
S. 1361, for the general revision of the copyright law.' Those portions of Section
111 which we support would, in effect, allow professional sports organizations
like Baseball to cuntinue to determine allen and where their sporting events
will be telecast.

Specifically, Section 111(c) (4) (C) of S. 1361 would ensure that professional
srnrts will retain complete control over the transmission of a Club's games by
cable television.

As you know, Professional Baseball over the past few years has provided this
Subcommittee and successive Congresses dealing with the problem of copyright
re ision detailed evidence that the indiscriminate transmission of sports sig-
nalms by cable television systems could do serious violence to attendance at Major
League and .Minor League games as %eli as critically undermine telecasting reve-
nues upon which Professional Baseball's economic viability clearly depends.

I appear here today for two compelling reasons:
(1) To urge the Subcommittee to hold fast to the letter and the spirit of

Section 111(c) (4) (C) as the Subcommittee has drafted it and as the Sub-
committee reported it when it last took formal action on the bill.

(2) To submit, for the Subconmmittee's record, a detailed survey consti-
tuting dramatic new evidence illustrating that the uncontrolled and unlimited
transmission of sports broadcasts by cable systems could totally disrupt Base-
ball's historic local and regional telecasting patterns-with the most serious
consequences for Baseball's future.

At the out et, nevertheless, I want to emphasize that there are obvious public
interest benefits inherent in the newly emerging cable television technology.
Cable offers an opportunity for extending more programming, and more pro-
gra;mlinng choices, to the American vieN ilg public, especially in rural and other
under-served areas. We will be most aNware in times ahead of opportunities to
experiment with all forms of the new technology-as long as we can assure that
no fundamental damage is done to our existing television packages and the home
gate. It must be recognized that Baseball's tradition as the national pastime has
been considerably elhanced by the game's extensive exposure on network, re-
gionall, and local over-the-air telecasts. Today close to 60 percent of all Major
League lBasebakl games are telecast, and this programming oLviously constitutes
a crucial ingredient In the maintenance of Baseball's economic health.

Thus, we must strike the most careful balance in any experiments with the
new technology. The present provisions of Section 111 retain for us control over
the telecast of our games. This will permit us to proceed in negotiations with
the new technology in a fashion which will preserve the essential over-the-air
role in our telecasting. As we point out, to give cable an across-the-board com-
pulsory license to our telecasts would deprive us of the ability to proceed with
controlled experimentation. I can assure you that the Commissioner's office will
move forward reasonably and respon.sibly In any negotiations with cable interests.

I. SU1fMMARY OF BASEBALL'S POSITION

Baseball's basic position on the merits of the copyright issue remains as
follows:

A. Unrestricted cable transmission of Baseball games could seriously dilute

1S. 1301, 93rd Cong., 1st Sess. I 111 (1973). See specifically Section 111 (c) (4) (C).
20-344-73-35
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the value of Baseball's television revenues and devastate home game attendance
in both Mlajor League and Minor League cities:

(1) Baseball's television revenues currently constitute about 25 percent
of its total olieratiig revenues. Unrestricted cable transmission will surely
have a crippling effect on this vital source of revenue underpinning Base-
ball's economic health. Unlimited cable carriage will destroy the exclusivity
of local Baseball programming which each Club presently offers in major
metropolitan areas, thus diluting the value of each Club's iL zal and network
broadcast package.

(2) Further, if there is no prohibition of unrestricted carriage of games,
cable carriage can have a devastating effect on home gate attendance in
Major League cities.

(3) Even if some form of a blackout restriction is adopted, this would
leave cable free to import distant signals of competing games any time that
a teamn is on the road despite the fact that most Major League teams telecast
only away games back to the home city. These cablecasts would be in direct
competition with-and seriously depreciate the value of-the television
package that a local club has to offer.

B. Televised 3aseball is already widely available to the American public. In-
deed, tlhere is no lack of Baseball broadcasts over the air currently. Of the total
6f alnlmost 2,000 scheduled .Major League games during the 1971 season, close to
60 percent were televised. Nationally telev ised games over the 190 affiliates of the
National Broadcasting Co. (NBC) include the NBC Game of the Week, the 15
Monday Night Games also carried nationwide, the two League championships,
the All-Star Game, and the World Series.

Beyond the national network, each Club authorizes additional local and
regional telecasts of its own games-in 1973 somne 1,093 regular league games tele-
cast on 173 different television stations.

Nevertheless, Baseball recognizes that there can be legitimate exlJerimentation
of televised Baseball on cable television s3stelis s. o long as Baseball retains con-
trol of bargaining rights o; er cable carriage of Babeball games to ensure that its
over-the-air broadcast package is not compromised.

C. Unrestricted cable carriage could destroy the Minor League system. In 1971,
the 17 Minor Leagues (comprised of 127 individual U.S. teams) plla. ed more than
7,300 games before some 11 million fans. In many cities across this country, Mlinor
League Baseball is the only live professional sports event available in the local
community. Moreover, this extensive Minor League system is essential as a train-
ing ground for the MIajor Leagues--which spend approximately 25 -wercent of
operating revenues ($31 million in 1969) for 1. ,ver development. Lnre '*.ted
calle-casting in Minor League communities would decimate home attendance.

New evidence confirms our earlier fears that unrestricted access to sports pro-
gramming by the rapidly growing cable industry poses for Baseball problems of
catastrophic proportions.

In order to secure a further factual foundation to our concerns, I commissioned
a survey of each of the hundreds of cable television authorizations issued by the
FCC ovei a year-long period to determine the extent to N llich tile home territories
of the various .Major League Clubs are olpen to invasion by tile importation of
distant broadcast signals transmitting Baseball games.

The results of this survey dramatize Baseball's plignt.
The F2C authorized 304 cable systems in territories of IMajor League Clubs

during the first year following the adoption of its new cable rules (from .larch 31,.
1792, to April 1, 1973). At least 171 of these cable systems-or 50 percent-will
import signals of a distant TV station vwhich telecasts the gaines of other Clul. .
For instalnce. cable s stems in the heart of the Philadelphia and Boston home
territories have already been autllorized by the FCC to carry tile extensive tele-
cast schedules of the Nevw York Yankees and 'Mets from stations WPTX-TV and
WOR-TV in New York. Thlere is nothing either tile 'Mets or Yankees can do to
prevent this.

In the Boston Red Sox's home territory, eleven communities within 35 miles
of doe nto n Boston have received authorizations from the FCC under the new
cabtle television rules to carry the distant signals of the two New York televi-
sion stations carrying the Yankees and the .Mets. WPIX-TV and WOR-TV. In
the Philadelphia Phillies' home territory, the New York invasion is also sig-
nificant. Cable systems in twelve communities within 35 miles of the heart of
Philadelphia will carry the 'Mets, and six cable systemls will carry the Yankees.

Tihe 'Minnesota Twins, thanks to the importation of WGN-TV, Chicago, into
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suburban Minneapolis-St. Paul, will compete with the cablecasting of 148 Chi-
cago Cubs games on a cable system in Bloomington, Minnesota, home of the
Twins' Metropolitan Stadium.

The Pittsburgh Pirates, the Cleveland Indians, the Kansas City Royals, the
Cincinnati Reds, and several other Clubs will suffer similar invasions by cable
importing distant signals of major independent stations. The most dramatic ex-
ample of this "super station" syndrome,, so far as revealed by our study, is
WOR-TV, New York, which will carry regularly the Mets' games to cable tele-
vision systems as far West as Ohio and as far North as New Hampshire. 2

It. BACKGROUND OF THE COPYRIGHT REVISION BILL

Before presenting Baseball's position in detail, it is useful to review the history
of the Copyright Revision Bill's sports-cabie provision which affords profes-
sional sports control over the transmission of its games.

You will recall that in 1967 and 1968 the Commissioner of Baseball expressed
his grave concern that Baseball would be seriously prejudicedif it did not receive
full control in the Copyright Revision Bill of the dissemination of its television
broadcasts.

After the most careful consideration, in the spring of 1969 the Subcommittee
reported out a copyright revision bill which included provisions comparable to
Section 111(c) (4) (C). The Subcommittee's draft concluded "that the trans-
mission of organized professional sporting events requires special considera-
tion." 3 The Subcommittee Report stated further that: '

"Unrestricted secondary transmission by CATV of professionel sporting events
would seriously injure the property rights of professional sporting leagule. in
televising their live sports broadcasts. Unregulated retransmission of live sports
events could also have serious consequences on gate attendance, such as major
and minor league baseball games."

Most empr- itically, there are no new economic facts which would alter the
Subcommittee's initial determination.

On February 3, 1972, the Federal Communications Commission announced it
was lifting the freeze on cable television development by promulgating a new
regulatory structure effective March 31, 1972. On that same date, February 3,
the FCC in a separate rulemaking proceeding proposed a sports-calle rule
framed in the narromzer terms of the Sports Broadcasting Act of 1961.5 The rule
0rovided protection from imported distant signals carrying distant s.port. e ents
only when a team was playing at home-a. proposal parallel to the blackout pro-
visions in the 1961 Sports Broadcasting Act. Baseball appeared in FCC proceed-
ings to press for the Comllmission to adopt regulatory provisions comparable to
those in Section 111(c) (4) (C). Thlere are clear indications thai the Commlission
feels that it is restrained in the development of rules by the policies set fortll
in the Sports Broadcasting tct of 1961 and believes that Congress sllould re.olve
the underlying policy issues in the copyright revision bill. Thtus, in promulgating
its rulemaking on the sports-cable question, the Commission said: "

"This is a comlnlex area involving the effect of telecasting on gate receipts of
sl)orts teams and their ability to survive or thrive. Consequently, we N elcomele
Congressional guidance."

2lhe Commission, then, shows eveLr disposition to defer to this Subcommittee
and the Congress in their consideration to extend to sports complete control ol er
the dissemination of sports telecasts. The FCC has never completed fimnal action
on its proposed sports-cable rule, although it promised prontmlt action at the tinle
broad-scale hearings held before the full C.,nmmission in July 19,72.

In the meantime, Baseball and other sports are being put in a highly prejudicial
position as the FCC col,tinues to approve hundreds of authorizations to cable
systems which are plannnlg to use sports as a major factor in selling their serv-
ice. Indeed, the cable industry's trade association has said that "proposed systems

2 In Ohio, WOR-TV and the Moets are on a cable television system In Ashtabula: tile
system has 6.184 subscribers. In New IIampshire, WOR-TV and the Mets are on a cable
system In Nashua; the system bas 3.073 subscribers.

3DrEaft Report of the Subcommittee on Patents. Trademarks, and Copyrights, U.S.
Senate Committee on the Judiciary, onl S. 543 (now S. 1361), Spring. 19009.

4 Id.
5 able Televi8ion and the Carriage of Sports Programs, Docket No. 19417, 30 F.C.C. 2d

641 (1972).
6 Id.
7 Cable 7'eleviion and the Carriage of Sports Programs, Docket No. i9417, Oral Argu-

ment Before the Federal Communications Commission en lanc, July 20, 21, 1973.
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in major markets, already faced with 'eavy exclusivity for movies and series,
have counted on sports as the redeeming factor to develop the planned opera-
tion." Of course, these cable authorizations have been granted with the recog-
nition that their rights to carry snorts broadcasting can be limited or eliminated
by FCC rule or Congressional action.

III. MASSIVE DISRUMPTION O THE SYSTEM

Unrestricted Cable Transmissions Will Cause a Massive Disruption of the
Present System of Distribution of Baseball Telecasts.

The plight Baseball faces can be understood only against the background of
the distant signal rules which the Commission adopted on February 2, 1972, and
made effective the following MIarch 31. Essentially, the rules would permit
CATV systems operating in metropolitan communities in which Major League
Baseball teams are located to import the signals of two or three distant inde-
pendent (non-ne, . ork) stations. The distant signals could be imported fr"m any
market in the nation which is not in the top twenty-five markets. However, if
the distant signal is-to be imported from one of the top twenty-five markets, then
the syst-m would have to use signals from stations located in either of the two
nearest of the top twenty-five markets. As a practical matter, most of the imn-
portation ot distant signals which will affect Baseball will come from the top
twenty-five markets.10 This is because the major independent television stations
in the largest metropolitan centers happen to be the wealthiest independent
television stations in the country with the best and most lucrative movie and
sports contracts offering the most popular programming. This development is
inherent in the structure of the new cable television rules, a structure which
favors a very few, well-established independent television stations like WOR-TV
in New York and WGN-TV in Chicago.

The following examples illustrate the point:
Cllicago is the nearest of the twenty-1Sve largest metropolitan areas to Mlil-

wraukee and would be the logical source o. independent station signals to be car-
ried by a Milwaukee CATV operator. The Chicago Cubs' broadcast rights are held
by WGN-TV, an independent, which this year is telecasting 148 of the 162 regular-
season Cubs' games. A second independent, WSNS-TV, holds broadcast rights to
the White Sox games and will telecast 129 games this season. These independent
stations are likely candidates to be selected by CATV for distribution in Mlil-
waukee's home territory. Thus, added to the telecasts which the Brewers have
authorized, an additional 277 Baseball games could be made available in Mil-
waukee's home territory, only some of which would be required to be deleted
when the Brewers were playing at home under *, osed FCC rules.

Chicago and Milwaukee are the nearest of * top twenty-five markets to
Minneapolis-St. Paul, home of the Mlinnesota Turns. Since rights to the Mil-
waukee Brewers games are held 'by a network station, a cable system operating
in 'Minneapolis could not obtain those games, but the same service from Chicago
could be provided in Minneapolis as in Milwauk2e with the same impact on the
Twins." Indeed, the cable television system recently authorized and now
abuilding in Bloomington, Minnesota (pop. 81,761), site of the Twins' 'Metropoli-
tan Stadium, has already received. FCC authorization to import the distant
signal of WGN-T''V. This means that any cable subscribers living in the shadow
of the Twins' Stadium can have access to 148 televised Chicago Cubs games.

A-CATV system operating in San Diego (the fifty-second market) could also
bring in two distant independent signals. It would most likely select those from

s NCTA legislative letter, Apr. 11. 1972.
9 Cable Television Service, Part 76 47 C.F.R. I 76.5 et 8eq. (1972).
10 That the problems are crltcal i or Baseball is clear from these additional facts. There

are 151 Major and Minor Lenague teams In the United States which play in almost as many
different communities. An analysis of Television Factbook's 1972-1973 Services Volume
reveals that., ir all but a handful of communities which have Professional Baseball teams,
there are CATV systems In operation; franchises outstanding for CATV systems; or
franchise applications pending and under active consideration.

1 Chiengo is also one of the two top twenty-nve markets nearest Kansas City where the
RoyalJ play.
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San Francisco and Los Antieles, the nearest of the top twenty-five markets whAb-hr
carry Giants, Dodgers and Angels games."

Both the New York Ymakees' and the New York Mets' broadcast rights are held
by independents. WPIX--TV is telecasting 69 Yankees' games this season, and
WOR-TV is telecasting 112 Mets' games. The signals of these stations are phuns-
for cable systems which are eligible to carry them under FCC regulations. Sys-
tems operating in the heart of the Philadelphia and Boston home territories have
already been authoriled to carry these signals-and their consequent impact
ul,on .attendance and broadcast rights of the Phillies and Red Sox. Boston is
perhaps experiencing the most dramatic invasion from the New York teams.
Eleven connmmunities within 35 mile Jf downtown Boston have received authoriza-
tions from the FCC under the new cable television rules to carry the distant
signals of the Yankees' and the Mets' flagship stations, WPIX-TV and 'WOR-Tv.
This means that these 11 Boston area cable television systems are authorized to
carry all 181 televised games of the Yankees and the Mets.

To date there has been no cable ' .Jpment in the City of Boston itself. How-
ever, one nearby Boston suburb, S _rville, Massachusetts, from where across
the Charles River one can see Fei,..ay Park, has received one of the el yen
FCC a-thorizations, and construction of a-cable system is underway. Today the
Somerville cable system has only 69 subscribers; but the potential in Somerville,
with a population of 8S,779, is far greater.

The Montreal Expos are carAed on Canadian television stations in both French
and English. Presumably every CATV system in this country could lawfully
carry the signal of a foreign language station carrying Expos Baseball.'3

The foregoing are, of course, illustrative only and do not exhaust the potential
for conflicting telecasts of Baseball games from distant markets. As pointed out
next, unless Baseball controls the distribution of its product, there is a substan-
tial threat that numerous teams, both Major and Minor Leagues, and ultimately
Professiohal Baseball itself, may well be irreparably injured.

IV. ECONOMIC HIARDSIIIP FOR BASEBALL

Unrestricted Cable Transmissions Will Seriously Undermine the Ability of
Baseball to Obtain Substantial and Essential Revenues From the Sale of Tele-
casts of Sports Contests.

Timo critical concern of Baseball with unrestricted cable transmissions is that
it wiil almost certainly undermine the potential sales value of current Baseball
telecasts-both on the league and individual team levels. The dangers which
this situation poses to the continued health and vitality of Baseball cannot be
overstated.

1. Tlhe Widespread Presentation of Baseball Telecasts Under the Present Sys-
tem,. A discussion of the effect of unrestricted cable transmissions must be
presented in the context of the current pattern of distributing Baseball contests.
The most obvious point is there is no shortage of telecasts of Major League
Baseball games. Nationally, at least one game (the NBC Game of the Week)
is carried over a national network each week during the season in approximately
190 television markets. In addition, there are 15 Monday night games carried
nationwide. These games are selected for maximum audience interest based
upon the current state of the various pennant races. And of course the most
significant events in Baseball-the World Series, the two League Championship
Series, and. the All-Star Game-are also carried by NBC throughout the nation.

Beyond this. each major league team determines-the extent to which it will
authorize local telecasts of its own games, and these telecasts provide additional
viewing fare for millions of Americans. Every Major League team has authorized
telecasts of some of its schedule. These individual contracts (exclusive of that
of the Montreal Expos, whose games are not telecast in any United States mar-
ket) in 1973 will result in 1,093 regular league games teleci its on 173 different
television stations. The tables set forth below reflect the extent of such indi-
vidually authorized telecasts planned for the 1973 championship season.

2 The Los Angeles Independents which hold the rights to the Dodgers and Angels games,
may in any event, be "significantly viewed" in San Diego and the signals would not be
counted against the two distant station allotment.

13 Section 76.61(e), 47 C.F.R. i 78.61(e) (1972).
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SUMMARY OF PLANNED HOME AND AWAY GAMES TELECAST, BY TEAM, 1973

Number of
Number of Home Away stations

games games games in teams
telecast telecast telecast network

Atlanta Braves ..-.............-..-....... 48 0 48 1 24
Baltimore Orioles .---..... ....-... ..... ... 52 8 44 1 4
Boston Red Sox .-......................... 65 17 48 18
California-Angels -.......... . .......... ......... 30 0 30 1
Chicago Cubs .......... .... .. ............ 148 81 67 112
Chica, White Sox .-................... 129 81 48 11
Cincinnati Reds ..-............-...... 35 5 30 1 9
Cleveland Indians ..- .. ......... ........ . . ...... 32 0 32 1 2
Detroit I Igers ..-..............-... . 40 0 40 1 7
Houston Astros .......-........... 20 0 20 1 24
Kansas City Royals -....................... 28 0 28 1 8
Los Angeles Dodgers -............... . 22 0 22 1
Milwaukee Brewers- ............. ... - 30 10 20 1 6
Minnesota Twins .-............ 30 0 30 114
New York Mets ..-........ ........--...... 112 58 54 1 5
New York Yankees .-.....-....-. ..... 69 37 32 110
Oakland Athletic,- -....... .........--.... 22 0 22 1
Philadelphia Phillies .- ... ........ ..... 70 24 46 1 4
Pittsburgh Pirates- .-............... 38 0 38 1 6
St. Louis Cardinals -.. ....... ...-.. .. 29 0 29 1 21
San Diego Padres .-................. 0 0 0 0
San Francisco Giants .-.................. .. 22 0 22 3
Texas Rangers .....-....-............. 22 0 22 2

Total ..... ............. ..... ...... 1,093 321 772 173

I Affiliates do not all carry all games.

The decision by each team to authorize a given number of telecasts takes into
account a variety of considerations, including the possible impact of telecasts on
home attendance. Many teams have elected not to authorize telecasts of their
home games because of the impact on gate attendance." In fact, it appears that
I lie trend is to telecast even fewer home games to protect the gate and increase
the telecasts of away games.

Moreover, where a "network" station is located in the community of a Minor
League team, most teams will not clear their game telecasts into that market
when a telecast would conflict with a home game of the Minor League team.

2. ThEI Importance of Tclccasting Rcvcaues to Baseball. Baseball's established
,attern of television would be oeriously disrupted by unrestricted cable trans-
mission, with the most serious potential adverse effect upon the existing property
rights in live Baseball telecasts.

These rights are extraordinarily valuable to Baseball; indeed, I believe they
are indispensable to the continued economic viability of Baseball. The contract
for the sale to NBC of"rights to the Game of the Week, the Monday Night Game,
the All-Star Game, the two League Chamlionship Series, and the World Series
for the years 1972 to 1975 will result in payments of over $70 million to Base-
ball. The keystone of these network contracts is. of course, the degree of sponsor
exclusivity which Baseball can now assure NBC.

Moreover, the contracts negotiated by individual teams with local television
stations, and in many cases local and regional networks, for exclusive broadcasts
of their home and away games (with radio rights) are estimated at an additional
$23,000,000 for this year.

It is clear that revenues from the sale of such rights are a principal under-
pinning of Baseball's structure; any diminution would simply compound the
critical economic problems which Baseball now faces at both the Major and
Minor League levels.

A substantial number of Major League Clubs operate below or very near the
economic break-even level; decreases in television revenues and home game at-
tendance, which could be caused by unrestrained cable activity, could be fatal.
Significantly, broadcast rights at the national and local levels provided more
than 25 percent of Major League Baseball's total operating revenues in 1969. Exs-

1 Three-fourthb of the telecasts of home games are In two citles--New York and Chi-
cago-where experience has shown that the market is so large, etc., that such telecasts
have a minimum impact upon the home gate.



545

hibit B shows the dollar value of and contribution to operating revenues of broad-
cast rights for all Major League teams. These financial data demonstrate that
broadcast revenues are absolutely essential to Baseball's survival. The most re-
cent study of Baseball's financial results, prepared by Artliur Anderson & Co., for
the year 1969, indicated that 13 of the 24 MIajor League Clubs suffered losses,
some of them very substantial. The aggregate results for all 24 clubs in 1969
showed total losses in the millions. Thus, with these bleak operating results, any
diminution of Baseball's broadcasting revenues could threaten the very continued
existence.of the sport.

3. Indiscrimate Cablecasts Could Scriously Impair the Revenues That Baseball
Receives From Television. To give cable systems a compulsory license to telecast
distant baseball games would assuredly have an immediate impact upon the price
which a broadcaster or sponsor would be willing to pay for the broadcast rights to
a given Club's games. To illustrate, the broadcaster pays the Club for the rights
to telecast a certain number of the Club's games. The broadcaster can sell the
games to sponsors on the basis that these telecasts will be the primary source of
televised Baseball entertainment in a particular community during the regular
season. If, however, a cable system can provide thousands of the city's residents
with literally hundreds of other distant Baseball games from distant communi-
ties, the broadcaster and the sponsor naturally will pay far less for the rights to
the home team's games than would otherwise be the case. This loss of revenue
could have the most serious consequences, as outlined above.

Furthermore, the ultimate effect of unlimited cable transmissions could be so
severe that independent stations would no longer be considered by Baseball
Clubs to be eligible for the.purchase of broadcast rights. In order to secure the
protection which Baseball needs, all teams may be forced to deal only with net-
work-affiliated stations." However, this decision itself could have serious conse-
quences; independent stations todcy provide a strong source of competition for
television rights. The-removal of this competition can h ve only an adverse effect
upon potential revenues.

V. PLIGHT OF THE bMINOR LEAGUES

The Proliferation of Cablecasts Could Cause the Death of the MIinor Leagues.
Baseball has a special interest-separate and distinct from that of copyright

owners generally and other professional team sports-in protecting its Minor
League system against unwarranted intrusion from telecasts of Major League
teams.

At this time, there are 17 Minor Leagues in the United States comprised of 127
individual United States teams. In 1971, there were more than 7,300 Minor
League games played before approximately 11,000,000 fans. Minor League Clubs
are the principal source and proving ground for Major League players in addi-
tion to being an important source of entertainment for millions of Americans.

No other professional sport operates a player-development system of even
remotely comparable magnitude. Indeed, the Minor Leagues exist only because
of the dirert subsidies provided them by the Major League Clubs and the working
agreements wl 1ch have evolved between lIinor League teams and Major League
Clubs. In 1969 alone, more than $31 million (or 25 percent of operating revenues)

as expended by Major League Baseball on player development, the majority
of which went to the major league. Unlike professional football, which utilizes
the nation's universities and colleges as its proving grounds for players, Baseball
must spend these substantial amounts to ensure to the fans a steady flow of
talent.

As noted above, virtually all of the smaller and medium size communities which
have Minor League teams have cable systems in operation, franchises outstand-
ing for cable systems, or a iranchise application pending under active considera-
tion. Thus, these communities are open for the wholesale importation of sports
broadcasts by local cable systems.

There is persuasive evi;,ence that such unregulated expropriation of live Major
League games by cable systems coulId seriously affect Minor Le.aguee attendance.
An inquiry regarding potential cable impact upon ,Minor League operations
produced the following comments: '

d

15 Professional Football, which sells all of its rights on a package basis to the national
networks, does not, of course. confront the same prohlem BaseLall does. Particularly In
the metropolitan market where "adequate service" is already provided, cable systems
cannot bring In distant network stations with competing football telecasts.

16 See Exhibit C for a collection of responses from Minor League teams.
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"I definitely feel that CATV would kill practically all of our fans we have
left."

"It is my definite opinion that telecasts [by] cable (of] league games into this
area would definitely hinder our attendance. I do not have to remind you that
attendance in Minor League Baseball parks is a nationwide problem and any
further infringement of telecast baseball broadcasts would probably make it
impossible for most minor league clubs to continue a successful operation. It is
too easy even now to stay at home and watch television than to go out and
support your own local activities whether it be baseball, hockey or basketball-
and we have all three in Salem."

"Again, in my opinion, CATV in this area would come close to being the death
knell of Minor League Baseball in Rochester. We are trying by every promo-
tional means possible to keep AAA, baseball in Rochester for the benefit of the
entire community and are attempting in every way possible to provide whole-
some recreation for families and youth in Rochester. I feel it is about time we
had help instead of hindrance."

"If we were to be exposed to this type coverage, there would be no doubt in
our minds that it would affect our attendance seriously.

"Obviously, if such telecasts were to reach our city, our attendance would
suffer drastically."

A reduction in-gate attendance at Mlinor League games with a corresponding
reduction in revenues would pose a dilemma for the Major Leagues which do
not have available additional resources to keep the Minor Leagues in operation.

VI. COXCLUSION

In summary, I believe there are. sound legal, public policy, and practical
reasons why Baseball must maintain control over the dissemination of its games
to the viewing public. The Federal Communications Commission's new regula-
tory scheme for cable television will permit the development of cable in such a
way that it could completely undermine Baseball's orderly telecasting patterns
and, hence, seriously dilute the value of Baseball's gate receipts and broadcast-
ing rights.

While Baseball is anxious to experiment with the promises of the new cable
technology, it is fundamental for Baseball to have complete control of the rights
to its games in order to strike an appropriate balance between Baseball's tradi-
tional commiment to over-the-air broadcasting and any experimentation with
cable television.

EXHIBrr A

See the attached black binder for the complete survey, with a covering memo-
randum, commissioned by the Con,,lissioner of Baseball to study the effects of
the first year of the Federal Communications Commission's new regulatory struc-
ture for cable television.

EXHIBIT B

REVENUES TO ALL MAJOR LEAGUE CLUBS FROM TV AND RADIO

National
Local network

Year contracts contracts Total

1965 ....-........ $................... - -- $12, 497, COG $9, 254 000 $21, 751, 000
Percent of operating revenue ................................ 14.2 10. 5 24.7
1966 ........-- -.... ,._.............. $13, 907, OC $9, 424,000 $23, 331.000
Percent of operating revenue-1,3. 9...2..................... 13 .9 9.4 23.3
156 .... ... .......................... .. $13, 747, CDJ $11,80',.000 $25, 554,000
Percent of operating revenue ..-........................... .13.9 12.0 25.9
1968 ......... $.. ............ ......................... 516, 375, 000 $12, 339, 000 $28,714, 000
Percent of operating revenue .... ....... .......... 16.3 12.3 28.6
1969 . .................................. $17,970, 000 $15, 529, 000 $33, 499. 002
Percent of operating revenue ...... ....... ................... 14.6 12.6 27.0
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EXHIIBIT C

REPRESENTATIVE COMMENTS OF MINOR LEAGUE P.SEBALL TEAMS ON THE IMPACT
OF CATV UPON THEIR ATTENDANCE

"I definitely feel that CATV would kill practically all of our fans we have left."
"There is no doubt as to the fact that this WOULD HURT our attendance

TREMENDOUSLY, as do ALL telecasts against our HOME games. This is the
very thing that can and will put us all out of business, but quick."

"It is my definite opinion that telecasts [by] cable [of) league games into this
area would definitely hinder our attendance. I do not have to remind you that
atta.ldance in minor league baseball parks is a nationwide problem and any
further infringement of telecast baseball broadcasts would probably make it
impos.sible for most minor league clubs to continue a successful operation. It is
too easy even now to stay at home and watch television than to gc out and support
your own local activities whether it be baseball, hockey or basketball-and we
have all three in Salem."

"Again, in my opinion, CATV in this area would come close to being the death
knell of minor league baseball in Rochester. We are trying by every promotional
leans possible to keep AAA baseball in Rochester for the benefit of the entire
community and are attempting in every way possible to provide wholesome recre-
ation for families and youth in Rochester. I feel it is about time we help instead
of hindrance."

"Cable TV does hurt our attendance when we play at home. Most every night
of the week you are able to get either the Mets or Yankees games when-they play
at night. Solnetimes you can get both the Yankee and Mlet games. On holidays it
kills our attendance when we play at night."

"During the 1968 season, the telecasts of Major League games via CATV did
reach Elmira and, although it is hard to estimate if these games had any effect
on our attendance, I'm sure it did. On nights when there was a so-called 'crucial'
game on TV and we were playing home, our game attendance was down. This
was also true if the weather conditions were less than ideal."

"In reply to your request for CATV information, the telecasts of the games
played by the Mets and Yankees all reached our city in the three years we have
been members of the NY-Penn League. These are the years 1966, 1967, and 1968.

"While it is most difficult to accurately gauge the effect of the activities with
out a comprehensive study, I would think they did adversely affect our attend-
ance. One thing is sure . . . they did affect us on the nites which were threatened
by inclement weather."

"I did operate the Williamsport Club in 1964 and 1965 and we did have cable
TV there. I ftlt that it did hurt our attendance, since Ieople were less inclined
to go out at night and pay to see minor league baseball when they could see one
or more major league games at home in the comfort of their living room, at a
much lower price, which was next to nothing."

"Should the CATV telecasts of Major League games ... come to our city I
be;ieve we would have to disband baseball. This year the ,Major League night tele-
cast of baseball cut our attendance about four fifths."

"lf we were to be exposed to this type coverage, there would be no dclbt in
our minds that it would affect our attendance seriously."

"Obviously, if such telecasts were to reach our city, our attendance would
suffer drastically."

"I sincerely believe that any telecasts of major league games into our city while
we are playing hurts our attendance very much. I do not see how TV games can
help the minor league attendance."

STATEMENT OF DON V. RUCK, VICE PRESIDENT, NATIONAL HOCKEY LEAGUE

IMr. Chairman, my name is Don V. Ruck and I am Vice President of the Na-
tional Hockey League. I am accompanied by counsel, Philip R. Hochberg of
Washington, D.C.
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We appreciate the opportunity to come before you and testify on your bill,
S. 1361, which we fully support. I think there is a consensus that this Subcom-
mittee may be the court of last resort in the copyright area; we welcome the
chance to place our case before you.

I would like to second the remarks offered by Commissioner IKuhn. Since
hockey and baseball share similar player developmental patterns, we echo his
concern for the minor leagues.

The National Hockey League is not the benefactor of ready-made players
from the Collegiate ranks. We must develop our own talent. There are, in the
United States, five leagues on a minor level. And it is the NIIL teams which
underwrite the bulk of the cost to operate the minor teams so as to assure the
development of young talent.

W'e, like baseball, are very concerned with the impact that importation of sports
signals via cable systems would have on these minor leagues.

Ioure importantly, however, is our concern for the major league of hockey, the
National Hockey League. Again, like baseball (and like basketball), the NIIL
has games scheduled vir. ialiy every night of the week. You can well inmagine
what would be the fate of our new Washington hockey team in 1974 if it faced-
on a Washinton cable system--the importation of NHL hockey from Phila-
delphia, New 1:ork, and Boston on a nightly basis. The same problem would be
faced by our newer teams in Los Angeles, Oakland and Atlanta where hockey
has not yet caught on.

And yet the Commission's Rules would afford greater protection to "Pantomine
Quiz" and "Bridget Loves Bernie" than they would to profe.sional and amateur
sports. Something, I suggest to you, MIr. Chairman. is out of kilter there.

It is indeed ironic that we should be here this week. It was almost exactly two
years ago that Chairman Burch, in his Letter of Intent of August 5, 1971, noted
that the question of sports programming was a difficult one. IIe promised ex-
pedited consideration of the matter, so that it would be concluded before "the
significant emergence of new systems".

And again, a year ago in oral argument on this issue before the Commission,
the same fear was voiced. It was stated to the chairman that systems would
attempt to sell hookups on the basis of importing distant sports signals.

At one point, he noted that (as of that date) only 13 Certificates had been
granted. Today, some 1,100 certificates have been granted and more are being
granted daily. Many of the applications and grants are for either the core city
contiguous suburban area.

For instance, literally dozens are in the Philadelphia area and four are
specifically within the City of Philadelphia itself-including one literally across
the street from the Spectrum where these teams play. And this is the very system
which has based its appeal for subscribers on distant sports signals! (I am
attaching as an Exhibit an advertisement Nhich recently appeared in a Phila-
delphia newspaper.)

Members of the Commission urged sports to look to Congress as its remedy.
Senator Pastore, for one, has indicated his concern with cable systems importing
distant sports signals not authorized to the local station. We agree.

It would seem uncommonly logical that the entrepreneurs who have invested
millions of dollars to develop the professional sports franchises should quite rea-
sonably, maintain the right to when and NN here their product will be telecast.

Accordingly, we urge the passage intact of S. 1361.
Thank you.
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OFFICE OF THE COMMISSIONER,
AMERICAN FOOTBALL LEAGUE/NATIONAL FOOTBALL LEAGUE,

New York, N.Y., August 1, 1973.
Eon. JOHN L. MIcCLELLAN,
Chairm7a, Subcommittee on Patents, Trademarks, and Copyrights,
U.S. Senate, Washington, D.C.

DEAR CHAIRMAN MCCLELLAN: In response to your announcement of further
hearings on S. 1361, I am pleased to submit my statement on the treatment in
that bill of the carriage of sports telecasts on cable television. Copies of my state-
ment on behalf of professional football are enclosed herewith.

Let me express the hope that the way can now be cleared for legislative action
on this pressing matter in view of tlhe recent new spurt of cable growth and the
inaction of the Federal Communications Commission on the matter. In my
opinion it would be unfortunate if enactment of Section 111(c) (4) (C) and other
relevant provisions were delayed further while large numbers of American fam-
ilies became cable subscribers. and cable owners made substantial capital invest-
ments, on the expectation that cable system; would be able to continue pirating
NFI game telecasts in derogation of the rights of our member teams.

As in the past, I would be glad to make myself available for further discussion
and to supply further information as the Subcommittee may require.

Respectfully,
PETE ROZELLE, Commissionler.

[Enclosure.]

STATEMENT OF PETE ROZELLF, COMMISSIONER, NATIONAL F(OOTBALL LEAGUE, BEFORE
TIlF. SUBCO:IIMITTEE ON PATENTS, TRADEMARKSL, AND COPYRIGHTS OF TIIE SENATE
CONI.MITTEE ON THE JUDICIARY ON S. 1361

Professional football maintains a strong interest in those portions of S. 1361
which would affect, from the copyright point of view, the carriage of sports tele-
casts on cable television. SMy statement is on behalf of the 26 member clubs of the
National Football League who represent many cities. and metropolitan areas
across the country.

Our interest dates hack to the days when cable systems began moving NFL
game telecasts around the country without seeking any permission (or offering
any compensation), and my statement to this Subcommittee dated August 3, 1966,
commenting on S. 1006, expresses that interest. On March 14, and October 31,
1968, I made further statements commenting on S. 597 and H.R. 2512, and we
have expressed our views several times since then.

In December 1969, the Subcommittee unanimously reported out a bill, S. 543,
which recognized the rights of those who spend considerable sums to stage pro-
fessional sports contests for the entertainment of many millions of fans at the
ball parks and at their television sets. The Subcommittee (1) expressly gave
full statutory copyright protection to live game telecasts and (2) applied that
.protection to cases where cable s. stems would import game telecasts into areas
where television stations had exclusive rights to receive other games instead or
where teams were playing home games. Thus the Subcommittee put cable and
broadcast television on an equal footing vis-a-vis the telecasting of NFL and
other professional sports contests.

The Federal Communications Commission has not yet acted on its expressed
intent to deal with this problem. After the Subcommittee reported S. 543, the
Commi.sion announced that it would address itself to various cable television
matters. including the carriage of distant stations televising professional game;s.
The Commission has adopted rules that govern general distant-station carriage,
and these rules fortuitously resolve many of the NFL's concerns by generally
forbidding carriage of distant network.-affiliated stations in most television mar-
kets; most professional football telecasts are on these network stations. But
these rules contain provisions that would permit cable systems to carry single
programs from these distant stations at various times. It is likely that cable
owners, who often advertise outside sports programming a a prime attrac-
tion to gain new subscribers, will take full advantage of these provisions. The
Commission said in July 1970 (Docket No. 18397-A), and again in February
1972 (Docket No. 19417) that it would deal specifically with the unique problem
of cable carriage of sports telecasts, and we have on many occasions expressed
our views to the Commission in writing and orally. No action, however, has
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yet been taken. Nor is it entirely clear that the Commission has accepted our
position that it has the statutory authority to deal comprthensively with the
problem.

Meanwhile matters grow more pressing. After an earlier FCC action slowed
much of cable's previously rapid growth, the current rules have once again
permitted the industry to expand. In just over one year the Comniion ll .la.
issued over 1,000 certificates authorizing establishment of new cable s.sterns
or addition of new distant stations on existing systems; many of these sys-
tems are or will be located in the heart of the nation's larger metropolitan areas.
Systems are now authorized or operating in substantial segments of the Atlanta,
Boston, Buffalo, Cincinnati, Cleveland, Los Angeles, New York, Philadelphia,
Pittsburgh, San Diego, San Francisco and St. Louis markets, to name only
areas where NFL teams are located, and in many other cities and towns as well.
There are something like 3,000 cable systems serving about 7 million homes in
0,000 communities across the nation, and one estimate is that 25 million hoLes
will be connected to the cable by 1975.

Thus, the need for an effective solution increases. And tnat solution simply
is to implement either in the copyright law or in FCC regulations the national
policy as it affects televising of professional sports contests. A:. the Snubcom-
mittee's earlier action on S. 543 recognizes, that policy is most forcefully ex-
pressed in Public Law 87-331 (the Sports Broadcasting Act of 1961), as amended,
15 U.S.C. §§ 1291-95. There are three principal points:

(1) It has always been the right and the practice of NFL teams not to tele-
vise a game in the very area in which it is being pjlaned. No television .tation
in that area is authorized to carry that game (except by delayed bradcast),
and iHo cable system should have any greater privilege; (The recent action of
the Commerce Committee regarding telecasts of sold-out games, even if enacted
into law, will have no bearing on this issue, because our concern in tile cop.l right
area is simply to see that cable stands on no different footing front broadcasting.)

(2) The 1961 Act gave sports leagues 'ike the NFL the right to sell television
privileges on a package basis and thereby to control the patterns of game tele-
casts. This has enabled the NFL to require networks to bring every team's away
games back to its hloile city, which as a practical matter has resulted in ganies
being carried on regional networks. And with one of these ganies also carried
nationally under our relatively new "double header" z,rogranl, we have been
able to give most football fans two or three live telecasts of NFL games each
Sunday afternoon during the season while also giving each team roughly equal
television exposure. (Of course, Mon(lay night games are also televised as are
Saturday games late in the season.)

(3) As reflected in Section 3 of the 1961 Act. protecting attendance at college
and high school games is an important feature of national policy. We impose
restrictions upon the television networks and upon the teams to carry out this
policy.

As we have shown many times, unrestricted caiale television would undermnille,
perhaps seriously, these aspects of national policy anti wou'd uplset the League's
television patterns; it would also erode the value of the television rights we
sell- to the national networks. To prevent the.-e unwanted and unfair re.uits, % e
reaffirm our support for Section 111(c) (4) ((') of the pending bill. S. 133;1. and
for the other provisions entitling live slports telehca.sts to full c,,yrigllt prttvction.
We also urge vigorous action looking tonard final tlatctnllent of these provisions
into law.

STATEMENT OF .T. WALTER KENNEDY, CO0rMISSIOO1NE OF TIlE NATIONAL BASKETBALL
ASSOcIATION, BEFORE TIIE SUBCOMnMI'IrEE OF PATENTS, TRAIlEMAIXKS AI) COP¥Y-
RIGOTS, COMMI'TrEE OF THIE JUDICIARY, U.S. SE:XSATE ON S. 1361

This statement is submitted in connection i lith the proposed Omnibus Copy-
right Bill, S. 1361, and specifically to support the retention in its present form
of Section 111(c) (4) (C) of that Bill relating to tihe carriage of sports prgrams
on cable television systems.

The proposed draft of the Copyright Bill contains provisions which would give
to sports events the long overdue copyright-type protection which traditionally
has been available to other forms of privately produced entertainment. In addi-
tion, the Bill would give to sports the vital blackout protection with respect to
cable television systems like that which they presently receive with re.;! ,ct to
over-the-air television.
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Section 111(c) (t) (C) of the proposed Copyrighllt BIill deals with the impor-
tatio!l of distant sports signals. It provides that cable systemns oul(l be able to
carry a sporting event only under circumn:tances allen free television could
carry it-that is, Nith proper authorization froln the home teamn within the
particular television market.

The National Basketball Association believes that it is vital that Section
ll1(c) t4) (C) of the Omnibus Copyright :Bill S. 1361 be retained in its present
form. Professional sports desperately neel.i this protection. Witllclt it. cable
.sy.tems can do Without authorization NWhat local stations are propvr]' limited
lo doilng only with permnission. Cable should not Ibe able to import distant signals
otf sporting events unless a local station or cable s3stein is authorized to carry
such programs by the appropriate team or league.

The need for the enactment of Section 111 in its present fo,rm is illustrated
b,y tile nature of the business of professional basketball and by its economic
.situation.

Professional basketball games are not produced primarily for television view-
ing anld do not have the potential for resale and reuse that a ncn-sports enter-
tainllent program might have. Therefore, importation of distant signals of live
basketball ganmes would have harmful results in two important areas: (1) the
-destructive impact on team attendance at home; and (2) destruction of the
team's natural markets for future sales of authorized telecasts and cable
transmission.

Sports telecasting is a unique form of entertainment with limited nmarket-
ability. both in terms of time and regional scope. Therefore, cable imnporta-
tion of distant live sports programs creates problems of a far greater magnitude
than such cable distrii tion of other types of entertainment. Unlike "Lassie" or
"Gone With The Win,", very few backetball games (other than the "Game
of the Week") have a sufficient national impact to be sold for television on
more than regional basis, and none commands the requi.site viewer interest
to be sold on a repeat basis.

The economics of professional basketball requires that teams and leagues
protect and expand existing sources and find new sources of revenues. Costs are
such even today that teams cannot exist if they depend solely on the income
generated from ticket sales. Television on an authorized, compensated basis
has been the answer for sports--but not if cable systems are allowed to destroy
these soulrces of revenues by picking up and distributing programs without com-
pensating either the teams or leagues.

In recent years, a major income factor for the members of the National
Basketball Association has been the NBA's ability to sell television rights on
a national network basis. Outside this weekly network showing, other existing
television rights are sold on a team-by-team basis. The revenues received as a
result of this sale of the right to broadcast certain ganles have kept many NBA
teams alive. These revenues are undoubtedly based upon the broadcaster's exclu-
sive right to the game in the relevant territory, his ability to sell commercial
time on the broadcast, and the sponsor's willingness to buy the time because
lie is assured against dilution of the audience by unauthorized cable competition

A recognition of the operation of professional basketball is needed to under-
stand the impact of unauthorized cable transmission of distant signals. In
contrast with football, professional basketball games are played somewhere in
the United States-and plerhalps close to a home city-on almost every day of
the week. TAhe home team may average two games a week at home, and un-
limited cable distribution of distant signals could make 'available other games
on those two days as well as on each of the remaining five days. Under these
circumstances, the home team faces competition from within its own industry
as well as competition from other forms of entertainment. In the case of a
team which is not currently championship caliber, this increased competition
can mean disaster.

Professional basketball's need for the protections contained in Section 111
is illustrated by the dilemma of new and less successful teams like the
Cleveland Cavaliers. In order to survive, this team must build a local following,
sell admissions and local television rights and establish its place in the com-
munity. If, on any.evenings when the team is at home or not playing at home,
Cleveland audiences had available to them on an unlimited basis games in-
volving., for example, the ,Milwnaukee Bucks, the Los Angeles Lakers an(l the
New York Knickerbockers, the local teamn would have little ohrllnce of sur-
viving. Within a short time, such saturation of local itarkets wc,uld result in a



553

substantial reduction in the number of teams in existence, a loss of player and
other employment, the elimination of the opportunity of many persons to see
live basketball games, and the disqppearance of the other benefits of local
involvement hllich the existence of a homne team presently offers. Further down
the road could very likely be the shrinkage of the league to a few teams playing
against eacll other principally for television purposes.

The National Basketball A.ssociation belie es that cable, like over-the-air
television, should bargain economically for the right to translllit slprting events
and that professiolal sports slould have the right to adequate culnilpnsattion.
The cable industry has often referred to "tihe public's righllt to see Clpolts' con-
te.ts," without any mention of the sports prodlucer's riglht to be paid for assum-
illg the costs and risks of the bu.sinLss and fol his creative efforts in presenting
the sports event. We respectfully submit that the public's "right to see" sports
contests is no greater than tile public's "right to see" "Lassie" or "Gone With
The Wind." We point out that no cable operator is so wedded to the pubilic's
"riglht to see" that lie would permit anyone to use his cable to exercise that
right without paying the cable operator for it.

By adopting Section 111(c) (4) (C) of tile proposed Copyright Bill, the Sub-
committee has recognized that professional sports is entitled to traditional copy-
right protection for the sale and broadcast of sports events.

The protection which you have provided in the proposed Copyright Bill is
requiretl for professional basketball because of the regional rather than national
interest in many of its programs, because of the perisllhable nature of its product,
because of the need to recognize that the professional sports leams and leagues
do have proprietary righlts to tile sports events in which they participate and
because of tile economic distress in which the industry finds itself.

The National Basketball Association therefore asks thllat the provisions of the
Copyright Bill affecting professional sports be retained in their present form.

5Mr. BiENxsANx. This concludes tile hearings. We will leave the hear-
ing record open until August 10th.

Senator £MCCLELLAN.. We announced in the beginning of these series
of hearings that the interested parties would have until August the
10th-

M{r. BREN-sAN. August the 10th.
Senator M;CrCLELLAN [continuing]. to submit statements for the

record. And as we conclude these hecarings, the Chair would further
announce tllat if w:e find some gaps in the testimony in the record we
may hold anotller day of hearings or d,tll on people to further respond
to the Committee's request for information.

Thal;k you very much.
[Whereupon, at 4:10, the committee adjourned.]

APPENDIX

STATEMIENT OF COPYRIGIIT COMMITTEE, AMIERICAN ASSOCIATION or LArW LIBRARIES,
SUBMI'TTED BY JULIUS J. MIARKI:, CHAIRNIAN

Mr. Chairman and 2Members of the Subcommittee: I am Julius .T. ,Marlke, Law
Librarian and Professor of Law, NeVw York University. I am also palst president
and chairman of the Copyright Cuolimittee of the AALL, and submit this state-
ment on behalf of tile AmeriLn Association of Law Libraries. The American
Association of Law Lilraries was established in 1)90( for educational scien-
tific purposes. It is condlucted as a no-lprolit corporation to promote librarian-
ship, to develop and increase the usefulness of law libraries, to cultivate thle
science of law librarianship and to foster a spirit of cooperation among the
members of the profession.

Its headquarters is situated at 53 West .Tackson Boulevard, Chicago, Illinois
60004. and it lhas al,proximately 1600 members located in every state of hlle union,
Canada and Puerto Rico. All major legal pbulishers in the U.S. are associate
memnbers of thle AALL. The AALL also has twelve Regional chapters known as
Association of Law Libraries of Upstate New York, Chicago Associaiion of Law
Libraries, Greater Philadelphia Law Library Association, Law Libraries of New



554

England, Law Librarian's Society of Washington, D.C., Law Library Associa-
tion of Greater New York, .Minnesota Chapter of AALL, Ohio Regional Associa-
tion of Law Libraries, Southeastern Chapter AALL, Southern California Associ-
ation of Law Libraries, Southwestern Chapter of AALL and Western Pacific
Chapter of AALL. The Association is also a publisher of established scholarly
legal reference works such as the Lawc Library Journal, ''he Index to Forcign
Legal Periodicals, Currcent Publication in, Legal and Related Fields,.the AALL
Publications Series and cooperates with the H. W. Wilson Company in the
publication of the Index to Legal Pcriodicals. Its members work in Law Scl.ool
Libraries, Bar Association Libraries, County Law Libraries, and in Private
Practitioners' Libraries. A significant numbler of them are authors and are very
mnlch concerned about tht effect of the newv technology on copyright law and
scholarly legal research, especially as pre.ently reflected in S. 1361.

Our purpose in suLmitting this statement is to stress our concern that ma-
terials duly acquired either by purchase or gift bS law libraries and requested
fur scholarly legal research be promptl. available in useable form and without
burdensome administrntive details by library users or other libraries on inter-
library loan.

We are very much aware of the pleth, ra cf statements and arguments over the
various ploposed copyright revisi , bills submitted to this Committee over thle
years both by owners nlti consumers of copyrighted p,;,l;ications. It is not our
purpose to repeat them here. Rather, we would like to call to your attention
some of the pressing problems, especially in.the realm of public policy, your Com-
mittee must resolve, in arriving at a viable, revised copyright law.

(1) We recognize that commercial publishers have a valid interest in secur-
ing and maintaining a market for their col)yrighted works. 'This interest, ilow-
ever, must be balanced with the interest of society in the support and implementa-
tion of scholarly legal research.

(2) We believe the nub of the problem lies in the interpretation and applica-
tion of the Fair Use Doctr'ine as set forth in sections 107 and 108 of S. 3361,
especially in light of the Report of the Commissioner in the if'illiams8 and 1Vilkina
v. The U.S. in the U.S. Court of Claims filed February. 16,1972.

(3) In this context we support and approve the statement of the Copyright
Committee. Association of American law schools (including American Associa-
tion of University Professors and the American Council on Education) on S. 1361
submitted to your Committee on July 31, 1973.

(4) In this context, we also submit that there is an urgent need to give li-
brarians an opportunity to spell out in specific detail, as part of the legislative
history of sections 107 and 108, factors of library use of library materials not
presently illustrated in section 107 nor in any of the studies of the Register of
Copyright hitherto filed with Congressional Committees so that " rarlans could
be properly guided in their conduct in such matters. As presen ' worded. the
fear of colp right infringement, because of the lack of specificity ot the guidelines
e.stablished, is precluding ald will precludle librarians from legally using copy-
righted publications and even those in the public-donlain, when in , "tuality, they
could be protected by the applicability of the fair use doctrine. Libi, .-tns should
be given the opportunity to present to this comnmittee, and have considered by this
Coimmittee, N ithin the context of fair use. a catalogue of library replicati(on prac-
tices that would be tolerated under tile proposed revision. For examnpll. should
the felt need for on-demand collies be considered as a fair use practice, when
the publication to lie replicated Is out of print or subject to long delays when
requested of a publisher.

(5)- -We believe that pubhlishers and owners of copyrighled publications are
failing to assume the respInsibilities incumbent upon them in this replication,,
controversy and ,Jlaclng the burden solely on the librarian, who in actually
is merely the middlelman b)et een the public alnd the publifisher. We stronlglyurge
that thils Conmmittee reconsider the- role publishers .h0ould play in this context
and provid(e that publishers step forward to assume the prime role of con-
trolling thle replication of their own materials in libraries. Bv this we mean
that publishers shoull go into the business of replicating their own materials
in libraries, providing the hardware, and collecting the income directly, rather
than depending on the librarian to act as their agent, without comipensation.

t6) In any event, we submit that librarians should not be required to identify
annl acmomunt for photocolpying in their libraries on behalf of their library users.
To allow this practice will add considerably to the cost of running libraries at
a tine of diminishing library budgets and accelerating library costs. It must
eventually also affect library service detrimentally and at the expense of
scholarly research.
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(7) In conclusion, we urge immedi te enactment of Title II of S. 1361 (creation
of a National Commission on Ner 'echnological Uses of Copyrighted Work.s)
without waiting for passage of S. 1361 in its totality, so that possible solutions
could be determined with reference to copyrlgl t as it will be affected by TV,
radio, CATV, computers and similar developalents relating to replication.

AMERICAN CIIHEICAL SOCIETY,
ll'ashitgton, D.C., August 6, 197:3.

Hon. JoHN L. ICCLELIAN,
Chairman, Senate Judiciary Subcottmmittec ol Patents, 'radenlurk;. and CJpy-

rights, Senate Office Building, 1Washington, D.C.
DEAR SIR: I was gratified indeed with the priN ilege of offering the views of the

American Chemical Society onil Senate Bill 13(;1 and the mlatter of library pllhoto-
copying, .._ well as other exemptionlls, whichll might allow photoup. illng of sctlllatr-
ly journals. I thank you and the committee for the reslecftul attention given lly
remarks.

On May 3, 1973, Dr. Alan C. Nixon, President, American Chemical Society,
addressed a letter to you expressing ACS views on the above subject. It is :ily
understanding that this letter may not be a part of the record on which current
considerations will be based. As certain parts of that letter present material on
ACS'programs which I believe pertinent to the current deliberatiozns, I offer
for the record four paragrgraphs which I believe are useful in delelol,ment of a
full understanding of the ACS position:

"The Society conducts research experimentation on the use of c:omputers and
allied electronic devices for the handling and. dissenination of scientific informla-
tion. Based frn our own experience and observations of the work of others
doing research itn this area, we see that such developments are leading us toward
systems where a single original work will be used to disseminate multiple colies
as well as a variety of subcollections of information derived from the original
" ,rk. In effect, we are in tlie process of enhancing the distribution of an author's
A, orks by replacing the printing plate with the capability of electronic procesbing.
We urge that the proposed bill be aware of the impact of such developments on
the role of copyright protection and follow a course which will .,n no way prove
confining in terms of future technological progress.

The American Chemical Society is actively engaged in a continuing program
of development and study relative to convenient access by users. inclutlil.g l, ,t,il-
controversy and Iplacing the bur'en solely on the librarian. who in actuality
which are compatible with the best interests of both co(pyright producers alnd
users. We are vigorously pursuing a long-standing program to lprovide inmtere
ptersons with copies of materials copyrighted by the Society, quickly and at .ne
lowest possible cost, and t.o iiccuse others to repr(,duce suiie materials. W aitr-
doing all this because we clearly unatrstand the ineed of C-iemists for quikk mind
ready access to our published chemical in£frmation, and as e also desire t:, adalpt
to their service the advantage of new conmmunications te. hnology

Despite these efforts, it is an accepted fact that unauthcrized photocoipyin of
complete articles and other copyrighted material, i.,, as widely practiced mlniflig
scientists as in other lines of endeavor. Although we have no figures to indicate
preciselr the volume of such copyi;g, in t:rnls of subscription losses. it does
appear that the amount of photocopying of chemical publications is comisidehn lIly
higher than in other fields of science. JI a study of the copying of technical
journals from the New York Public Library, five American Chemical Society
journals appeared on the list of 22 most copied journals, and ranked 2, 3, 5, 12, and
13, respectively. Bonn, George S., "Science Technology Periodicals," JLibrary
Journal, 88(5), 954-8, March 1, 1963. Late,. studies have shown similar results.

The American Chemical Society will continue to explore these problems in an
effort to find solutions on- a piivatc levei. In addition, we continue will;qig ti,
participate with others in studies concerning this general problein. We are
demonstrating this actively (1) we were a convenor in 1970 of the first Parlia-
ment-9n New Technological Uses of Copyrighted Works, and are continuing our
supp art of ongoing efforts; (2) we initiated and are participating in a lmulti-
splnsured 1972-73 study of the Impact of pending copyright-revision legislatiunl in
scientific communication, ,and (3) in 1972 and 19. ,, we have been particip.ltinll
wihh associations of pi.vate and nonprofit publishers and library associatiollm
in efforts to arrive at suggestions for legislative ac:ommnluodatiol in the a rea
of photocopying of scientific and technical periodicals. While these and othlr
efforts are beng made by private and public interests, we urge that this Sul,-

20-344--73--61_
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commiltee carefully scrutinize any proposals that it may receive relativt to the
imposition of further limitations upon the rights and abilities of copyrights
proprietors to disseminate information."

Respectfully submitted,
RoBERT W. CAIRNS.

AMERICAN CIIE.MICAL SOCIETY,
W'ashington, D.C., August 9, 1973.

Hon. JoirN L. McCLEr.TAN,
Chairman, Scl(a:e Judiciary SuIbconmmnittce on Patents, Trademarks and Copy-

rights, Senate Office Building, V'ashington, D.C.
DEAR Sin: As you have expressed a desire to have the views of societies. such

as the American Chemical Society, on the proposed general education exemption
from copyright, as presented by the ad hoc Committee on Copyright Law Revision
in the testimony of its representative, IIHarold E. Wigren. before the ,ubcominittee
on Patents, Trademarks, and Copyrights on July 31, 1973, I offer, for the record.
some views on 'ehalf of the American Chemical Society. These views are in
keeping with and related to the basic principles from which we presented our
testimony on July 31, 1973 on the matter of library photocopying.

As I testified, as Executive Director of the American Chemical Society, on
library photocopying, I shall not repeat information on 'he background, magni-
tude and standing of the American Chemical Society, excel, to say that the Society
produced more than 41.000 pages of scholarly journals and related publications
in 3972 and in its CHEMICAL ABSTRACTS it abstracts and/or indexes docu-
ments in excess of 410,000 per year. Te budget for the Society for the year 1973
exceeds $36,000,000 of which more than $29,000,000 is devoted to its publications
program.

'Most of this program is devoted to the refined and accurate record of new con-
tributions to that body of k..owledge which we call science. The record of the
past 300 years has taught the scientific world the inestimable value of main-
taining such a record in an organized fashion. It is from this record that
scientists in the universities, as well a- in laboratories elsewhere, draw the
facts, data, and hypotheses. prepared by their predecessors and contemporaries,
which they organize into the base for their pursuit of further advancement of
knowledge. It is from this record that the writers of textbooks that present to
the student an up-to-date pattern of our state of knowledge draw the docu-
mented information from which they build the tools for teaching the rising
generation. It is from this record that the teachers develop their own personal
storage of knowledge which serves as the basis for thei- teaching. It is this
record that mares it possible for us to know what is known about the working
of the physical world. Without it we would need constantly to relearn what
others have learnfd before us-the antithesis of education.

That record has been built and continues to be built with the usually unpaid
contributed effort, of the scientists who realize its vital importance and are
willing to give their time and energies to protect it and to build it further.
Scientific societies, such as the American Chemical Society, perform primarily
for the purpose of col:ecting, crit'cally evaluating, and organizing this new knowl-
edge. then putting it into print in the scholarly journal. That process of pub-
lication is possibly increr 'ngly costly. It has been and should continue to be
paid for predominantl'- vy the subscribers to these scholarly journals. The
scientific and educationm. publishing societies, operating as not-for-profit insti-
tutions, maintain tiCh -aEs.cription prices as levels designed to make it possible
for the individual scientists. as well as libraries, to subscribe to these journals
so as to make the information readily available. In this ,nethod of operation the
publishing societies operate very close to the break-even point and from. time
to time have deficits for a-year's operation. Such has occurred within the Ameri-
can Chemical Society in recent years. The proposed limitation or exemption for
educational ust leclares that "non-profit use of a portion of a copyrighted work
for r r-commer-,al teaching, scholarship, or research, is not an infringement of
copyright."

This statem.cnt emphasizes the non-profit and non-commercial qZ though the
ma. ter of profit is '.:t onlv concer n. Such is not the case, as a grea. many of the
.*choiarly journl: s are p. Jduced and published by not-for-profit organizations,
often at a loss They depend or, payment by the user, the subscriber, to -help
them support tll. asic costs that-make possible the publication of thes.ocholarly
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works used extensively and fundamentally in the educational institution and its
processes. If unrestricted ot uncontrolled copying N\ithout paynlent is alloNued,
the inevitable result x\ill be continuing loss of l)aid subscrilptions to the point
of destruction of the system (, p;cducing and publishing scholarly journals. T'he
secondary result vill be a loss of organized source material to thle educatiollal
systecn. What is now proposed to be copied without charge will no longer be
available for copying. In closing, I repeat our basic position:

It is desirable that use be mlade of ilodern techllology in developing optimum
dib-emination. This t:chnology includes the use of modern reprgrapby, but as
technology inherently include.s ec,novllics, the means of financial suppolrt of thle
sysvtem must be a part of its design. Therefore, photocopying should not be al-
lowed under any circumstance unless an adequate mealis of control and pay-
inent is simultaneously developed to compensate publibllers for their basic edi-
torial and composition costs. vtherwise, "fair nse" or library-phllotocopying loop-
hole, or any other exemptions from the copyright control for either iproflit or
non-profit use. will ultilately destroy the viability of scientific and technllical
publications or other elements of information dissemination systems.

Respectfully submitted,
ROBERT W. CAIRNS.

AMEIRICOAN GUILD OF AUTIIORS & COMPOSERS,
.Nelw York, N.Y., Autgust 1, 1973.

IIon. Jo}Ix L. McCLrr..AXN,
4iubconnittce on Patcnts, T adcmlarks and Copyrights, Scnate Cowmittce on

the Jutdiviary, Wlashington, D.C.
DE.AR SENATOR M[CCIELLAN: I ani the Preside: L of the American Guild of

Authors and Composers (AGAC).
Together with other mncmnbers of the music industry, we have sought ~ have

,enacted a revision of the existing copyright act wvhich would expand the bezne-
fitb (if col)yright Irot(.ction to our three thousand members. It is for this reason
that we wish to record our opposition to Section 112(c) of S. 1361 and to asso-
ciate ourselves ith the remarks of 'Ir. Albert F. Ciancimino. Representing
.authors and composers of literally every tylpe of masical work, we find no justi-
'ihation for the proposed ame:ndment. At tile very least, it would reduce the
already nominal income received by those of our members who write "religious"
music (assurmilg such term is capable of meaningful definition).

In this connection. I shoulld like to bring to the Committee's attention the fact
that I anl one of the composers of "I Believe"--a most valuable copyright-
-which has been performed in many houses of religious worship and which clearly
wvas not written as a religious work, i.e. tone intended to be perforlled primarily
in a house of worship. (Over the years some other hpublished "religionus" musical
works of mine have included "One God", "My Friend", "I'm Grateful", "The
·Gentle Carpenter of Bethlehem",. "Our I.ady of Guadalupe", "Your Prayers are
Always Answered", "You go to Your Church and I'll go to Mine", and others.)

I aml pleased to have been given this opportunity to express the views of our
,Guild.

Very truly yours,
ERVIN DtLtRiE, President.

AMIERICAN INSTITUTE OF PIIYSICS,
Newl York', N.Y., August 7, 1973.

'IIon. JToI Li. MICCLELLAN,
Chairman, Subcomml ittcc on Patents. Tradcmarks and Copyrigh ts, Comnmittee on

the Judiciary, U.S. Senate, lWi71h ington. D.C.
DEAR SENATOR MICCLELLAN: Pursulant to the gracious invitation extended by

the Subcolmmittee for intere.ted organizations to submit statements in connec-
tion with the Sul)committee's-consideration of S. 1361, the Copyright Revision
Bill, wve are pleased to add our views to those of the A.nmerican Chemical Society
and of others who have testified belJre your Committee to urge that, in the
new legislation, it is made clear that those who hold copyrights on scientific
and ed(ucational publications can reilqire those vho plotocopy theilL to contribute
to the cost of publication, lest "'e flow of scientific information be cut off at its
:sc¢rce.
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The American Institute of Physics Incorporated is a non-profit charitable
and educational organization. The Institute's charter purlposes are "the advance-
ment and diffusion of the knowledge of bphysics and its application to human
welfare."

It has eight Member Societies, x-which are likewise non-profit charitable and
educational organizations interested in the promotion of physics and related
sciences:

The Ameriea.i Physical Society. Optical Society of America, Acoustical So-
ciety of America, Society of Rheology, American Association of Physics Teach-
ers, American Crystallographic Association, Amlerican As.tronomical Society, awal
American Association of Physicists in Mledicine.

Persons who belong to its Maemler Societies also enjoy membership in the
Institute of Physics. The individual membership conbists of approximately 50,000
persons.

Thle Institute is engaged primarily in the publication of scientific jounials
devoted to plhysics and related sciences and in providing a growing number of
secondary information services, principally based on the nauterial in its journals.

Its journals include:
The Physical Review, published on behalf of The American Physical Society-

circulation 33.057.
Physical RIeview Letters, published by The American Physical Society-cir-

culation 10,341.
Reviews of 'Modern Physics, published on behalf. of The American Physical

Society--circulation 10,556.
Bulletin of the American Physical Society, published on behalf of The Ameri-

can Physical Society--circulation 29,102.
Physical Review Abstracts, published by The American Physical Society-

circulation 27,721.
Journal of the Optical Society of America, published on behalf of The Optical

Society of America-circulation 9,310.
Applied Optics, published by The Optical Society of America-circulation

0.278.
Optics and Spectroscopy, published on behalf cf The Optical Society of Amer-

ica-circulation 1,865.
Soviet Journml of Optical Technology, published on behalf of Tile Optical So-

ciety of America-circulation 615.
The Journal of the Acoustical Society of America, published on behalf of tlhe

Acoustical Society of America-circulation 7,728.
Program of the Acoustical Society of America, publistled on behalf of the

Acoustical Society of America-circulation 4,67°2.
American Journal of Physics, published onll behalf of the American Association

of Physics Teachers-circulation 13,614.
The Physics Teacher, published on behalf of the American Association of

Pih.sicsTeachers-circulation 10,082.
The Astrunomical Journal, published on behltlf of the American Astronomical

Society-circulation 2,297.
Bulletin of the American Astronomical Society, published on behalf of thle

American Astronomical Society--circulation 1,59).
The Journual of Vacuum Science and Technology, published on behalf of the

Amlerican Vacuum Society--circulation 3,912.
AAPM quarterly Blilletin,. published on behalf of the American Association

of Physicist.s in .; dlicin(-circulation 814.
Applied Physics letters, published by the Americant Institute of Ph1ysics-

circulation 4,-2').1
Jounl;l of Applied Physics, published by the American Institute of Physicg-

circulation 7,408.
Journ'll of Cllemlcal Physics, published by the American Institute of Physics--

c.rculation 5.945.
Journal of .Mathematical Physics, published by the American Institute of

'lhysics--ci rculation 2,919.
The Ph1ysics of Fluids, published by the American Institute of Physics-

cireulationt :,597
The Review of Scientific Instruments, publishedl by the American Institute

of lPhysis.-cireulatlon 8.118.
I'hvsics Today, published by the American Institute of Physics-circulation

61,725.
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Soviet Astronomy-AJ, published by the American Institute of Physics--cir-
culation 635.

Soviet Journal of Nuclear Physics, published by the American Institute of
Physics-circulhtion 715.

Soviet Physics-Acoustics, published by the American Institute of Physics--
circulation 789.

Soviet Physics-Crystallograpby, published by the American Institute of Phys-
ics--circulation 714.

Soviet Physics-Doklady, published by the American Institute of Physics-
circulation 1,000.

Soviet Physics-JETP, publisheL by the American Institute of Physics--circu-
la/ion 1,480.

.JETP Letters, published by the American Institute of Physics-circulation
1,198.

Soviet Physics-Semiconductors, published by the American Institute of
Physics-circulation 668.

Soviet Physics-Solid State, published by the American Institute .f Physics--
circulation 1,195.

Soviet Physics-Technical Physics, published by the American Institute of
Physics-circulation 950.

Soviet Ph..' ..-- USPEKHI, published by the American Institute of Physics-
circulation 1,Zb8.

In addition, it produces and markets the following secondary services:
Current Physics Advance Abstracts:

(a) Solid State;
(b) Nuclei and Particles; and
(c) Atoms and Waves.

Current Physics Titles:
(a) Solid State;
(b) Nuclei and Particles; and
(c) Atoms and Waves.

Searchable Physics Information Notices, a computer readable magnetic tape
called SPIN.

The individual Institute members are the authors of most of the papers pub-
lished in its learned journals, having performed the research in the science of
iphysics and related sciences which are therein reported. The journals of the
Member Societies and those sponsored directly by the Institute are the primary
and archival methods of recording and dispersing this information, supported
and assisted by the secondary services above mentioned made necessary and pos-
sible by modern technical invention.

The .50,000 individual Institute members are, of course, the principal indi-
vidual readers of its journals and the principal ultimate users of its secondary
services in their pursuit of advances in the science. The Institute of Physics by
reason of the nature of its membership, the Iublishing functions it performs and'
its dedication to serve the public interest alone, may well have a broader riew-
point on the question of library photocopying of copyrighted material than the
persons or organizations whose interests are more limited.

We have had the benefit of reading the July 31, 1973 statement prepared for
your Conunittee by Dr. Robert TV. Cairns as Executive Director of the Amer-
ican Chemical Society. We believe that it fairly presents the position of the
American Institute o(f Physics Incorp irated in this Important matter. We urge
that Dr. Cairns' statement receive your most careful consideration in framing
the Copyright Revision Bill.

Respectfully yours,
AMERICAIN INSTITUTE OF PHYSICS INCORPORATED,
H. RICHARD CFk.NE, Chairman.

STATEMLNTr TO SUPPLEMENT TESTIMONY ON S. 1361 SUBMtITrED BY ED'ION LOW ON
BEIIHLF OF AMERICAN LIBARAY AssoC0rIONN

Sume testimony presented at the above Hearing urged that some royalty pay-
ment for photocopying be instituted and stated that a mechanism is now avail-
able to easily permit such an arrangement. The following points are submitted
for consideration in this connection:
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(1) Such an arrangement completely destroys the fair use concept which is
the right to copy in limited amounts for stated purposes without permission.

(2) If payment is required for all photocopying, the scholar or library thenu. mu.t
secure license for such from each copyright proprietor which then would re-
quire that the Copyright Act provide for mandatory licensing.

(3) Even with mandatory licensing, there is no assurance that works will not
be suppressed by establishment of royalty rates which are prohibitive. Tlherefore,
the Copyright Act must establish a fixed royalty ra.e applicable to all copying.

(4) The mechanism envisioned apparently involves sen: e marks on copyrightetl
works which could be recognized and recorded by a Xerox machine, properly
equipped, as to copyright proprietor, journal or monograph, and royalty rate
and amount. This raises the following questions:

(a) What would be done about the vast amount of material now protected
by copyright but without sense marks?

(b) What Xerox machines would be required to be fitted with sensing
equipment? Only those in the library? Or all those in a school or college?
Or all machines everywhere?

(c) How would royalty rates be charged and who would regulate charges?
Such regulations would be necessary since copyright is a monopoly.

(d) WVould different rates be permitted for different works?
(e) Would royalties be payable in a lump sum to some agency, or would

they have to be segregated by copyright proprietor, journal, article, or
monograph?

(f) How often would payment be made?
Of the above points, the first is by far the most fundamental, and important.
Abandoning fair use is a sacrifice which the public should not be required to

make. The other points indicate that, even if this concession were made, there
is no practical way at present for libraries to implement such a concept. This
is the chief reason why no compromise has been possible-copyright proprietors
want fair use eliminated, libraries are unwilling to give up the concept, and
no workable procedure has been proposed in its stead.

AMERICAN MEDICAL ASSOCIATION,
Chicago, Ill., August 7, 1973.

Hon. JOThN H. MCCLELLAN,
Chairman, Subcommlittec on Patenlts, Trademarks, and Copyrights, Conmmittee

on the Judiciary, U.S. Senate, W17ashington, D.C.
DEAR SENATOR MICCLELLAN: S. 1361, now before your Committee, in proposing

a general revision of the copyright laws imposes in section 10S a special restric-
tion that libraries shall not photocopy any published book unless there is-ass';-
ance that copies . :e not available from commercial sources. Such a provision, we
believe, would seriously hamper the dissemination of scientific information
through reference libraries, and would be particularly unfortunate for members
of the scientific community and physicians in their concern for health care
delivery.

The AMIA joins with national library groups and professional societies in
opposition to the restriction proposed in section 108. We urge legislative action
which will acknowledge the right of the scientific and scholarly community to
gain access to the educational resources of this country, and assume that libraries
may disseminate single photocopies of scientific publications.

Our area of concern is the right to reproduce single copies from scientifi:
publications. The overriding need to preserve this right is expressed in a June,
1972, editorial in the Journal of the American Medical Association (JAIMA),
entitled "Photocopying and Communication in the ITealth Sciences." A copy of
the editorial is enclosed. We respectfully submit it for your examination, and
request that this letter and the editorial be incorporated in the record of +he
hearings on S. 1361.

Sincerely,
ERNEST'B. HOWARD, NI.D.

[Journal of the American Medical Associatlon, June 5, 1972]

EDITORIAL

PHOTOCOPYING AND CONMMUNICATION IN THIE HEALTH SCIENCES

A long-standing objective of libraries is to make intellectual resources avail-
able to the scientific and scholarly communities. In recent years this objective



561

has been complicated by the tremendous increase in number of publications so
that it is no longer possible for most libraries to include all inllportant andl rel-
evant publications in a single collection. There are ain estimated 6,000 iedic(al
journals published each year and 206,000 articles were included in the 1971
edition of Index Mgcdicus.

One solution to this problem is the sharing of resources through interlibrary co-
operation. Through the impetus of the National Library of Medicine, this concept
became highly developed, resulting in the formation of a Regional 'Medical Li-
blrary network across the country, in Ni hicth libraries of excellence were designated
as resources in 11 regions to assist those with lesser resources, such as the small
community hospital libraries.

In this system, the distribution of library materials over distances was pri-
marily accomplished through photoduplication. This process decreased the nec-
essity of loaning original volumes, as selections from publications may be dupli-
cated and transmitted throungh mail, or by telefacsimile or other processes. This
method was highly successful and enabled scientists, practitioners and scholars
to have ready access to great repositories of information. In the case of the physi-
cian in practice, especially in remote areas, it was a means of obtaining specific
information required in patient care or for keeping up with areas of interest.

A recent court decision, however, is threatening to reverse this progress. Four
years ago in a test case, the Williams and Wilkins Company, Baltimore, pub-
lishers of more than 30 scientific and medical journals, sued the National Library
of Medicine, National Institutes of Iealth, alleging that their photocopying ac-
tivities constitute an infringement of copyright. In February 1972, the Commis-
sioner of the United States Court of Claims ruled that Williams and Wilkins
clearly had grounds for complaint, that photocopying diminishes its potential
market, and that the company is entitled to compensation.

The consequences of this action to libraries and the scientific community can-
not yet be fully perceived. Suggested methods of corlpensation, such as a five-
cent-per-page charge or increases in subscription, entail unwieldly accounting sys-
tems or a prohibitive increase in cost at a time when libraries are already bur-
dened with budgetary problems. Officials at tue National Library of Medicine
have estimated that the cost to medical libraries may run into millions of dollars
a year. This, in turn, may force many medical libraries to limit services or in-
crease access time, with serious consequences to those concerned with health
care--the researcher, the teacher, and the practitioner. A broader issue is the
implications of this decision on the conversion of printed matter to microfilm,
tape storage, and other media.

The Commissioner's ruling will be appealed to the full panel of seven judges
on the U.S. Court of Claims, and, in likelihood, to the Supreme Court. In the
meantime, the American Library Association, Association of American Medical
Colleges, Medical Library Association, and other professional societies have
joined forces to urge the Court to reject the Commissioner's conclusion of law.

The American Medical Association joins these groups in reaffirming its belief
in the right of the scientific and scholarly communities to gain access to the in-
tellectual resources of this country. Towvard this end, the Association reiterates
its position that the scientific community may continue to reproduce single
copies from AMA scientific publications.

.KTHV,
1August 28, 1973.

Ion. JoHN L. 'MCCLELLAN,
Little Rock, Ark.

'.-AR SENATOR MCCLELLAN: Pursuant to our discussion in your office last week,
I l.ave prepared the attached statement on behalf of the Arkansas Broadcasters
Association regarding Section 111 of Senate Bill 1361. I have done this not
with a lot of legal mumbo jumbo, but rather in simple terms as I understand
the situation.

Most of the attached information is already into the record of your committee,
having been testifiedl to by a repttesentative of the National Association of Broad-
casters. Our position is in agreement with the NAB.

Thank you, Senantor, very much for the very informative meeting that we had
with you in your olilce, and certainly we hope to have more of this type dialog
in the futu:re.

Thank you for allowing us to submit this addendum paper for the record.
Very cordially yours,

B. G. ROBERTSoN.
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STATEMENT OF B. G. ROBERTSON

aMy name is B. G. Robertson. I am Vice President and General Manager of
television station KTIIV, Little Rock, Arkansas. This statement concerning the
CATV copyright provisions of Section 111 of S. 1361 has been endorsed by the
Arkansas Broadcasters Association.

.Cable television is no stranger to Arkansas. CATV systems have been in oper-
ation there since the early 1950O's and have played an important role in bringing
television service Lo many in remote areas who otherwise would be without
television altogether, or at least, with very limited service. But CATV did not
come among us without raising problems. The principal questions it presented
were (1) how many, if any, distant television signals should a system be allowed
to bring into the market area of a local television station and (2) should CATV
systems pay copyright fees for the use of the programs they retransmit. These
questions were kicked around for years without any semblance of agreement on
a resolution by the people concerned-the broadcasters, the cable opw-: tors and
the copyright owners. Finally, in the latter part of 1971 the White 1He 's Office
of Telecommunications Policy presented ,the concerned parties n i. a com-
promise agreement and strongly urged each of them to adopt its provisions.

We broadcasters were not happy with the terms of the compromise. It per-
mitted CATV Ito import more distant signals into our n.arkets than we believed
Eve could live with in terms of the effect those signals could have on our audiences
and revenues. On the other hand, however, the agreement did offer an acceptable
solution to the old nagging question of why CATV systems should not pay copy-
right fee. just like we do. With a very short time allowed to decide whether
we would support the agreement and faced with the stark reality that this might
be the last chance to achieve a resolution of those old gnawing questions, we
in Arkansas reluctantly advised our national trade association representatives
to adopt the compromise. Broadcasters around the country apparently shared
our views and our national representatives agreed to the Compromise.

The FCC was delighted by this long sought agreement on the distant signal
and copyright questions. They immediately went to work on implementing the
regulatory provisions of the compromise and in a couple of months had issued
rules reflecting what the parties had agreed upon as to distant signals. In other
f ords, the cable operators got all they had bargained for by adopting the com-
promise. Copyright legislation-the other half of the deal-remained to be
implemented.

The principal copyright provisions of the compromise agreement are as clear
as the nose on your face:

1. All parties agree to support separate CATV copyright legislation as
described in the agreement.

2. Compulsory licenses would be granted to CATV operators to cover all sig-
nals authorized under the FCC's February 1972 rules. There would be no com-
pulsory license granted for distant signals authorized by the FCC subsequent to
the February 1972 rules.

3. Unless the copyright owners and CATV owners could agree on a schedule
of fees in time for inclusion in the new copyright law, the law would simply
provide for compulsory arbitration of tlie fee question.

Broadcasters have lived- up to all aspects of the compromise and expect the other
parties to do likewise. Yet it appear.s that the CATV people are not supporting
copyright legislation as described in the agrreemenlt. They appear to be turning
their backs on the agreement now that they have received the distant signals
provided for in the agreement. This distresses us greatly.

Obviously, Congress is not bound by an agreement entered into by private
parties. Bat for years Congress implored the concerned parties to settle their
differences, Indeeu, the distinguished- Chairman of this Subcommittee informed
,he FCC Canirman in January 1972 that the agreement was in the public inter-
est and reflects a reasonable comi;romise of the positions of the various parties.
We would hope, therefore, that Congress would respect the compromise agree-
ment and incorporate its copyright provisions into the new copyright law.

We agreed to the compromise with our eyes open. Though under considerable
pressure, we nevertheless knew what we were agreeing to and were prepared to
live up ) each of thos agreements. We have not waivered, and will not. Unfor-
tuna'tely, the cable people s.em determined to conjure up excuses for not sup-
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porting the copyright aspects of the agreement. Only Congress can set things
right. We strongly urge incorporation of the copyright terms of the compromise
agreement in S. 1361.

Thank you for permitting us to submit this statement.

STATEMENT OF ASSOCIATION FOR EDUCATIONAL COMMUNICATIONS & TECHNOLOGY,
HOWARD B. HITCHENS, EXECUTIVE DIRECTOR, JULY 31, 1973

The Association for Educational Communications and Technology (AECT)
represents eight thousand educators whose aim it is to improve the educational
environment available to learners at all levels through the application of tech-
nology to instruction. Our members have a wide range of responsibilities includ-
ing the study, planning, application and production of communications media
for instruction. They are employed in schools and colleges; in the Armed Forces
and industry; and in museums, libraries and hospitals. It is important to note
that our members interpret educational technology as more than machines and
equipment. Rather, it is a process, rooted in learning theory and· communica-
tions research. that enables a learner to learn more effectively and efficiently.
This basic assumption necessarily influences our position on the general revision
of the Copyright Law (title 17 of the United States Code) and specifically on
the issue of a general educational exemptio ,l

Several bills have been introduced durinlg the past ten years proposing revi-
sion of the 1909 Copyright Act. These bills have stimulated much activity within
the educational community, as there are several aspects of copyright law revi-
sion that potentially have a great impact upon education-duration of copyright,
the doctrine of fair use, and, the topic of the current hearings, a general educa-
tional exemption.

It is important to note that the whole issue of copyright law revision has
caused two parts of the educational community that generally share similar oh-
jectives and concerns, and that usually maintain a symbiotic relationship, to
appear as adversaries. These are the educators and the producers of educational
materials. As one copyright attorney has said, "The fundamental issue is clear:
[Educators] are primarily interested in availability [of materials] for use;
authors and publishers are primarily interested in payment for use." '

There is little doubt that the success of each group depends upon the support
of the other. If educators do not utilize instructional materials, the producers
surely cannot remain in business. The teacher, media professional and librarian
create markets for an author's works and give them visibility. Likewise, in this
day of individualized instruction, the open classroom, ungraded schools, and stu-
dent self-evaluation, the successful educator--teachers, librarians, curriculum
developers--wants to utilize a wide range of learning resources. Certainly, when
producers and users can act In concert, the student reaps the benefits. It is in-
deed unfortunate then, that a "we-they" atmosphere has developed where edu-
cational organizations and commercial producers "agree to disagree" on copy-
right issues.

The United States Constitution gives to Congress the power to grant copy-
rights. The concept of copyright was first developed with an eye toward protecting
the public interest. "To promote the progress of science and the useful arts,"
Congress was empowered to grant to authors certain controls over their work-
in other words, a copyright. As stated in studies prepared for the Senate Judi, :.I ry
Subcommittee on Patents, Trademarks, and Copyrights:

As a condition of obtaining the statutory grant, the author is deemed
to consent to certain reasonable uses of hib copyrighted work to promote
the ends of public welfare for which he was granted copyright.'

Congress is thus faced with maintaining a balance between providing for
the compensation of the author and making information available to the public.

Eugene Aleinikoif. Copurlght Ooneiderations in Educational Broadcasting, (Stan-
ford. California: ERIC Clearinghouse on Midia and Technology), 1972, p. 1.

2 Copyright Law Revision, Studies Prepared for the Subcommittee on Patents, Trade-
marks. rend Copyrights. Senate Committee on the Judiciary, 86th Congress, 2d Sess.,
Committee Print, Study 14, "Fair Use ,f Copyrighted Works," (by Alan Latman), p. 7.
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And although the IIouse of Representatives, 3 the Supreme Court,' and the
Register of Copyrights have each supported the primacy of the public interest
over that of the author if a conflict should arise, copyrights are nevertheless
perceived by many as miniature monopolies.

The United States operates today with a competitive, free enterprise eco-
nomic system, but not with a competitive, free enterprise political system. It is
for this reason, perhaps, that the issues surrounding copyright law revision have
become so complex. The central question underlying such revision is-how clan
the public welfare be accominodated within the free enterprise economic sys-
tem? Is it possible for the two systems to be reconciled?

AECT believes that some sections of the proposed bill (S. 1361) do attempt to
meet the needs of both the public and free enterprise system. This Subcommittee
has worked hard to prepare a bill that reflects the input of diverse interest
groupls. The posture of this Subcommittee has helped these groups to become
more aware of and more responsive to each other's needs. Real progress has
been made toward agreement upon Section 107 of the bill and its legislative
history. This progress was interrupted, however, by the original opinion hand(d
down by U.S. Court of Claims Commissioner Davis in the case of Williams ar,d
Wilkins v. U.S.-a development which was extremely alarming to the educa-
tional community. Tl.e opinion stated that the National Library of Medicine
and the National Institutes of Health had committed infringements of the
copyright law. If this opinion was later upheld by the full' court, the doctrine
of "fair use" would be substantially weakened as far as libraries and schools
were concerned. Time-honored practices such as interlibrary loans would be
halted immediately, and all educational uses of copyrighted materials would
be sharply curtailed. The dissemination of knowledge would be regulated by the
interests of a few. rather than the interest of the public.

Thus, in an cffirt to secure more reliable protection for the uses of copy-
righted materials than "fair use" was able to provide, a proposal for an educa-
tional exemption was drafted by the Ad Hoc Committee of E lucational Organi-
zations and Institutions for Copyright Law Revision.

AECT is ae much concerned as any other educator group with (a) the potential
impact of the final decision of Williams and Wilkins on American educational
practices, and (b) insuring that educators are able to have reasonable access to
print and nonprint materials for instructional purposes. However, AECT has
developed an alternative position to an educational exemption which we believe
will provide sufficient protection to educators while at the same time be acceptable
to the materials producers.

The full text of the AECT statement follows. Particular attention should be
paid to the third paragraph, which deals with the issue of fair use.

COPYRIGHT LAW REVISION: A PosrIToN PAPER, MlAY 1973

The members of the Association for Educational Communications and Tech-
nology (AECT) believe that technology is an integral part of the teaching-learn-
ing process and h'.ips to maximize the outcomes of interaction between teacher
and pupil.

Regulations governing LTnited States Copyright were originally developed to
promote th public welfare and encourage authorship by giving authors certain
controls over their work. It follows that revisions in Title 17 of the United States
Code (Copyrights) should maintain the balance between providing for the com-
pensation of authors and insuring that information remains available to the
public. Some of the revisions proposed in S. 1361 lose sight of this balance betweea
user and producer.

AECT endorses the criteria to be used in the determination of "fair use" as
contained in Section 107 of the proposed bill:

Section 107.-Limitations on exclusive rights: Fair use.. . the fair use of a
copyrighted work, including ~uch use by reproduction in copies or phonorecords
or by any other means speckied by [Sect!on 106], for purposes such as criticism,
comment, news reporting, teaching, scholarship, or research, is not an infringe-
ment of copyright. In determining whether the use made of a work in any par-
ticular case is a fair use the factors to be considered shall include:

a House Report No. 83, 90th Congress, 1st Sess., on H..- . 2512, March 8, 1907, p. 209.
4 U.S. v. Paramnount l'ctures. Inc., 334 U.S. :.i1. 158 (194.R).
6 Copyright Laiw Revision, Report of the Register of Copyrights. House Commit be

PIrlnt, 87th Congress, 1st Sess. (July, 1961), p. 27.
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(1) the purpose and character of the use;
(2) the nature of the copyrighted work;
(3) the amount and substantiality of the portion used in relation to the

copyrighted work as a whole; and
(4) the effect of the use upon the potential market for or value of the

copyrighted work.
Further, we endorse the concepts regarding the intent of these criteria as ex-
panded in the legislative history of the bill as it existed prior to and without
regard to the original opinion in the case of Williams and Wilkins v. U.S., for that
opinion substantially narrows the scope of "fair use" and irreparably weakens
that doctrine.

However, we propose that the concept of "fair use" should apply equally to
the classroom teacher and media professional-includin_ ,jecialists in audio-
visual and library resources. Mledia personnel are becoming increasingly imnpor-
tant members of educational planning teams and nmusL have the assurance that
they may assist classroom teachers in the selection of daily instructional ma-
terials as well as with long range curriculum development. Classroom teachers
do not always operate "individually and at [their] own volition." The fact that
the media professional makes use of advance planning and has knowledge afore-
thought of the materials he prepares for the teacher should not invalidate the
application of the "fair use" principle.

Concerning the use of copyrighted works in conjunction with television, AECT
proposes that "fair use," as it has been outlined above, should apply to educa-
tional/instructional broadcast or closed-circuit transmission in a non-profit
educational institution, but not to commercial broadcasting.

Once the doctrine of "fair use" has been established in the revised law, negotia-
tions should be conducted between the proprietor and user prior to pny use of
copyrighted materials that goes beyond th!at doctrine. We believe thaL the enact-
rent of the "fair use' concept into law prior to negotiations will guard against
the erosion of that concept. Generally, a reasonable fee should be paid for uses
that go beyond "fair use," but such fee arrangement should not delay or impede
the use of the materials. Producers are urged to give free access (no-cost con-
tracts) whenever possible.

We agree with the Ad IIHc Committee of Educational Organizations and In-
stitutions on Copyright Law Revision that duration of copyright should pro-
vide for an initial period of twenty-eight years, followed by a renewal period
of forty-eight years, whereas the proposed bill sets duration at the "life of the
author plus fifty years." It seems S-asonable that provision should be made to
permit those materials which the copyright holder has no interest in protecting
after the initial period to pass into the public domain.

Regarding the input of copyrighted materials into computers or other storage
devices by non-profit educational institutions, we agree with the Ad Hoc Com-
mittee that the bill should clearly state that until the proposed National Com-
mission on New Technological Uses of Copyrighted Works has completed its
study, such input should not oe considered infringement. The proposed bill states
only that ". .. [Section 1 7] does not afford to the owner of copyright in a work
any greater or lesser rights with respect to the use of the work in conjunction
with any similar device, machine, or process..."

A new copyright law that both users and producers can view as equitable
depends upon the mutual understanding of each other's needs and the ability
to effectively work out the differences. We will participate in the continuing
dialogue with the Educational .Medta Producers Council and similar interest
groups to establish mutually acceptable guidelines regarding the boundaries of
"fair use," and reasonable fees to be paid for uses beyond "fair use." This dia-
logue will be especially important in the area of storage, retrieval, and/or trans-
mission of materials during the time period between the enactr'-nt of the new
law and tile issuance of the report of the proposed National Commission on New
Technological Uses of Copyrighted Works.

We feel that t.,e above modifications of S. 1361-are needed to insure that the
revised law assists rather than- hinders teachers and media specialists in their
work.

Briefly, the AECT position supports the legislatlve history relating to "fair
use" developed prior to the original opinion in Williams and Wilkins v. U.S. It
is our periieptif,n that until that opinion. was handed down, educators and mate.
rials producers were progressing toward the development of mutually acceptable
glidelines regarding the boundaries of "fair use." Our position serves to erase
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the dampening effect of the Williams and Wilkins opinion upon efforts at copy-
right law revision and neg Atiations between concerned parties.

A review of the complete AECT statement makes apparent our agreement
with the position of the Ad Hoc Conm' A on many aspects of copyright law
revision. -'-CT has been an active men .. of this Committee for many years,
and has both influenced and been influenLed by its program and policies. The
work of this group h:is been .. valuable in the attempt to secure a new law that
is equitable to education. And although the AECT positi(,n differs from that of
the Ad Hoc Committte on the need for a general educational exemption, we
continue to remain a member of that group. AECT perceives its position and
that of the Ad Hoc Co,nmittee as variations on a single theme-how -to offset the
distinct disadvantages dealt to education by the Williams and Wilkins opinion.

The AECT position has been well received by both educators and materials
producers. Representatives of both of these commlunities viewed the position as
a realistic step toward resolving the issue of defining the limits of "fair use."
The statement is viewed by members of each group as offering protection to
educators that is not offensive to the producers.

The incorporation of the AECT "pre-Williams and Wilkins" position into S.
3361 and its legislative history is essential to the develofment of a new copyright
law that is equitable to educators and materials producers alike.

We appreciate this opportunity to present our position to the Subcommittee and
trust that it will be given careful consideration as the proposed bill and Sub-
committee report are completed.

AssOCIATION OF AMtERICAN NIEI)ICAI. COLLEGES,
JWashington, D.C., July 30, 1973.

Hon. JoluN J. MICCLELLAN,
Chairman, Subcommittee on, Patents, Trademarks and Copyrights, U.S. Senate,

lVashington, D.C.
DEAR MR. ChAIRMAN: The Association of American Medical Colleges notes

wvith interest that the Subcommittee on Patents, Trademarks. and CopyrightR is
holding hearings on S. 13f61, a bill for the general revision of the copyright law.
Because of its interest in obtaining a maximum flow of scientific information
through an efficient and up-to-date biomedical communications network, the Asso-
ciation would like to conmnent on section 108 of the bill. concerning library photo.
copying. We request that this letter be included as part of the record of the
hearings.

The Association, now in its 97th year, represents the whole complex of persons
and institutions charged with the undergraduate and graduate education phlysi-
cilans. It serves as a national spokesman for all of the 114 operational U.S. medical
schools and their students, 400 of the major teaching hospitals. and 51 learned
academic societies whose members are engaged in medical education and research.
The Association and its membership tmus have a deep) and direct involvement
in the matters of concern to the Subcommittee.

The Association is familiar with the problem of photocopying of research
materials by libraries. Welcommend the Subcommittee in its efforts to bring up
to date the current copyright legislation. We would like to point out that the
present controversy over library photocopying does not truly confront the real
problems of disseminating the findings of biomedical research.

There are currently three major methods by which biomedical journals help
meet their production costs:

(1) First, the journals may assess researchers a page charge for publishing
research findings. These fees may run into hundreds of dollars per page. This
practice is becoming more common. In many cases, the federal government is
subsidizng the publication of the journal, by paying for charges from research
grants or contracts.

(2) A second method of.meeting production costs is to charge one subscription
rate to individual subscribers and a higher rate to institutions or libraries.
This additional cost presumably covers loss of income to publishers by multiple
use of journals. In many cases, the income from subscriptions is at least suf-
ficient to cover production costs. Other sources of income help meet editorial
and other costs.

(3) A third method of meeting production costs is the use of advertising. While
certain advertising information is-useful, it is not always appropriate for pro-
fessional journals to be supported by a large amount of advertising,
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These three methods are, of course, often combined to help the publication
meet its production costs. In some instances, the result will be profit, while in
others (depending on the nature of the research, the financing mechanisms, and
the materials,) the publication will do little more than meet its costs.

Several solutions have been offered to permit libraries to photocopy materials
without endangering the publishers' income or copyright. None of these con-
front the basic problem. In order to assure the unhindered flow of biomedical
knowledge and information, while still achieving the most rational and respon-
sible distribution of its costs, the Association recommends that a study be com-
missioned to investigate the complex set of factors involved in the transmission
of biomedical information. Included in its considerations would be the deter-
mination of the number and types of biomedical journals necessary to maintain an
adequate flow of the growing volume of scientific information; how the costs
of these publications should be borne by the public, the researchers, the readers,
and the institutions; and finally, the most appropriate role of the federal govern-
ment in this area.

Until these issues are dealt with, we will continue to have an incomplete reso-
lution of the problems of biomedical publications and an adequate dissemina-
tion of information to investigators and to a broader community of professionals
who can apply the results of research to the improvement of health care.

'Mr. Chairman, the Association would like to thank you for this opportunity
to expross its views. I and the staff of the Association stand ready to provide
whatev er assistance you might desire in this matter.

Sincerely,
JOHN A. D. COOPER, M.D.

STATEMENT WITH RESPIECT TO TtIE FROPOSED "GENERAL EDUCATIOS.NL EXEM3P-
TION" AMENDMIENT TO TIE COPYRIGHT REVISION BILL (S. 1361), SUBMITTED TO
TIIE SUBCOMMITTEE ON PATENTS, TRADEMARKS, AND COPYRIGIHTS OF TiIE SENATE
C'O.MMITTEE ON TIlE JUDICIARY BY TIlE AssoCIATION OF AMERICAN PUBLISHERS

The present statement is intended to extend and ampl'fy the necessarily brief
oral statement presented to the Subcommittee by Ross Sackett, President of
Encyclopaedia Britannica Educational Corporation on behalf of the Association
of American Publishers, of which Mr. Sacklett is Chairman of the Board of Di-
rectors, in opposition to the proposed amendment to the Copyright Revision Bill
(S. 1361) granting a general educational exemption.

The Association of American Publishers in the general association of book
publishers in the United States. including textbooks and other educational ma-
terials. Its more than 260 members, wb;cll include many university pressed and
non-profit religious book publishers, produce the vast majority of all general,
educational and religious books and related materials published in the United
States.

The Copyright Revision Bill as it stands (S. 1361) provides many limitations
on the rights of copyright proprietors that are intended to facilitate the educa-
tional use of copyrighted materials. Section 107 for the first time would embody
in statute law the judicial doctrine of fair use. It would explicitly define certain
uses of copyrighted works in teaching as being fair use if it meets the other
specified criteria. Section 108 in certain circumstances would permit copying by
a library, including a school or college library, even though it may exceed fair
use. Section, 108 also exempts school and college libraries from liability for in-
fringenments committed on coin-operated copying machines on their premises,
I)rovided an appropriate warning has been l)laced on the machines. Section 11n(a)
permits the non-profit performance or display of a copyrighted work ir -'he c. iss-
room. Section 110(b) permits the broadcast of a noidramatic work ill ,rganized
instructional prcgrams. Section 112(b) entitles a school to produce and for five
years make unlimited use of tapes or other records r live performances of works
it broadcasts. Section 504(c) (2) relieves a teacher or liability for statutory
damages if he commits an infringement and if he believed on reasonable grounds
that the infringing use was a fair use under Section 107 of the ac-

These numerous special exempt!-.,s for educators reflect the concern that the
Judiciary Committees of both Houses and the C pyright Office have consistently
shown through the long consideration of copyright revision that no unreasonable
impediments should be placed in the way of educational 'use of copyrighted ma-
terials. Publishers share that concern. For that reason, almost all.of the special
exemptions now in the bill have been not only accepted but supported by pub-
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lishers. Educators and educational institutions are the sole market for the edu-
cational materials produced by publishers, and are by far the most important
customers of the industry, The producers and the users of educational materials
are hence partners; not opponents. They share a common purpose in dachieving
the maximum and the most efficient use of educational materials in the actual
teaching process.

The provisions of the bill as they affect educators were quite satisfactory to.
the Ad Hoc Committee whenr it testified before the Senate Judiciary Subcom-
mittee. (See the testimo r of HIarry Rosenfield on S. 597, March 1967, Part 1,.
pp. 187-189.) Now, I 'the Ad Hoe Committee has revived a proposal for a
sweeping exemptl'

This exemptioi w anyone to make an unlimited number of copies in
any form for t., . .- of "noncommercial teaching scholarship or re-,
search" of "brief t ' *m literary, pictorial, and graphic works which are
not substantial in l ... :oportion to their source" and also of the "whole of
short literary, pictorial a. graphic works."

It would also allow an entire copyrighted work to be stored in a computer or
other automatic system for storing, processing, retrieving or transferring infor-
mation, leaving the proprietor with only such control as he can achieve over the
retrieval of the information.

Many, perhaps most, of the uses described by the representatives of the Ad
Hoc Committee as a justification for this proposed exemption would in any-
case be lawful under section 107 or other provisions of the bill, particularly the-
re)roduction of brief excerpts in ways that do not reduce the market for the
original. Insofar as the proposed general educational exemption relates to usCs
that would be legal under 107, it is meaningless and unnecessary. The only real
purpose sought by the amendment, and indeed the only purpose it can serve, is
to legalize uses that a court would otherwise hold to be unfair because they are
excessive in quantity or reduce the market for the original work or otherwise
exceed "fair use." If no excessive uses or competitive uses-ar: planned, the pro-
posed amendment is simply pointless.

What are some of the uses that would be authorized by the pr' . ed general
educational exemption that would be likely to be held to exceed fair use today or
under Section 107? The most dangerous of those probably relate to the freedom
to make and distribute an unlimited number of copies of entire "short" copy-
righted vorks without the proprietor's permission. The only limitation on this
freedom would be that the. copying must not be for profit, that it must be for
"noncommercial teaching, scholarship, and research," that the copies of the
stparate whole xorks must not be compiled, as in an anthology, and that the
Materials copied must not be "consumable."

A "short" whole work is presumably an individual short story, essay, or poem;
a map; a transparency; a globe; a wall chart; a slide or photograph; the score
of a short ihusic composition. It is difficult to conceive works that are shorter
and yet are whole, separately copyrightable "works."

Under the proposed language a city school system, or a state department of ed-
ucation, or the United Stlates Office of Education could, on a nonprofit basis, pro-
duce a dozen, or a hundred, or a thousand copies of a slide or of all of the slides
a publisher has produced and make 'hem available free, or at the bare reprodluc-
tion.cost, to schools in their jurisdiction for noncommercial teaching activities.
Time and time again, a teacher could make multiple copies of a poem or a short
story, and hand it out to members of a class or group of classes. A school could
reproduce the words and music of a "short" copyrighted song for all the meem-
bers of a school orchestra and choir. A school system could reproduce for every
clnssroom a copyrighted wall chart or map; the Department of Dcfcnse could'
reproduce a hundred thousand copies of a short copyrighted work to use- in
training courses. And so through dozens of similar situations in which the ustvs
are clearly not "fair" but would apparently be legal under the proposed language.

We are quite prepared to believe that tbI sponsor.s of the general educational
exemption had no such sweeping uses in mind; but if that be true, they shouldf
not seek legislation that would legalize such abuses.

As we understand it, the sponsors of the general educational exemption assort
that they do not wish to cover under the exemption uses that would injure copy-
right proprietors or that would go beyond what are normal and prof?ssionally
approved classroom activities now. Their declared purpose is apparently not so
much to enlarge tihe area in which copyrighted works may be used witho the
owner's permission as to define more clearly the present boundaries of that area.
They would contend that the uses they envision as-actually carried on under the-



569

proposed exemption would in almost every case be "fair" uses, but that te..thers
cannot safely rely on the doctrire of "fair use" because of its vagueness. Teach-
ers may expose themselves to legal p:eril, the advocates of the exemption say, or
more likely they may be deterred from making proper and desirable uses of
copyrighted material because they do not know whether or not they ale "fair
uses" within the meaning of the law.

Admittedly the concept of "fair use", like the concept of "negligence" or of
"prudence" in the common law, is one that by its very nature is not susceptible of
precise and unvarying definition. But the proposed amendment does not cure this
vagueness. It compounds it by introducing a number of terms new to copy.ight
law and uninterpreted by hoe courts:

How short is a "short" work? Is a 15-page short story "short"? Ten page:;?
Five pages ? Does it depend on the size of the page?

What is "nonprofit" use? Is a professor doing research which-he hopes to em-
body in a textbook from which he hopes to receive substantial royalties engaged
in "non profit" research? If he is working on a biography from which he hopes to
receive modest royalties? If he is doing an article for a learned journal for which
he will receive no pay' -nt but hopes for a promotion? Is the Department of
Defense engaged in "non-profit" research when it puts the entire content of a
highly technical set of copyrighted tables into a computer to use in designing the
airfoil of a-new plane? Is an aircraft manufacturer engaged in non-profit research
when it does the same thing under a contract with the Department of Defensec'

The very essence of such legal concepts as "fair use" (or "negligence" or "pru-
dence") is that they do avoid rigid a prior'i definitions and permit a judgment of
fairness and equity to be made on the basis of the application of common sense
and experience to the actual situation in- each individual case. To introduce-cer-
tainty is to introduce rigidity. Any effort to get away from the doctrine of "fair
use" and define the area of permissible use in predetermined objective or numer-
ical terms is simply unworkable. Any such inflexible rule, if it is narrow enough
to eliminate truly abusive lnes of material will eliminate along with them many
wholly proper uses. It it is broad enough to include all the uses Wie all agree are
-proper, it will open the door to a host of improper uses. There is simply no sub-
stitute for the use of informed and impartial judgment in the application of ge' -
eral principles to specific c ases.

If the proposed general educational exemption is not intended to legalize sweep-
in, uses of copyrighted material that are clearly beyond the bounds of fair use,
and if it is not successful in clearly defining-boundaries of use, what is the need
for it?

Indeed we believe the needs that have been alleged are hypothetical and illu-
sor. The 1909 Copyright Act under which we now live contuins none of the spe-
cial ..oncessions to education that appear in S. 1361 and that we for the most part
support. It is much more restrictive-than S. 1361 in its,.resent form. Yet under
the presetL more restrictive law, hundreds of thousands of teachers, scholars, and
researeners daily mak o millions o*. uses of copyrighted material. No doubt many
ui-those uses may exceed the boundaries of what we would all agriee to be fair
lse. Yet the result when any such well-intenti:ued .xcessive use comes to the
attention-of-the publisher is at most a siateinent of concern followed by discussion
and the modification or abahdonmen:t of the objectioii to use or else an agreement
that in the circumstance it is pr¢., _r or, in some cases, a license to continue the
use. What are the desirable educational practices that in actual fact go uhused for
fear of a vaguely defined copyri,' liability? We have evidence of any. There is
simply no reason to believe that .der the copyright law as it would be liberalized
by S. 1361 without the proposed general educational exemption, as well as under
the 1909 law, educators and publishers would not continue to go forward as they
have in the past in an easy collaboration, resolving by discussion any occasional
differences in the interpretation of fair use that may arise.

But if it is difficult to see any need for or benefits from the proposed exemption.
it is only too easy to see the difficulties it would bring to education as well as to
authors and publishers:

(1) It would 'legalize the potential large-scale competitive reproduction for
noncommercial teaching use of a hIost of "small" whole copyrighted works. Tile
limitation of this exemption to "noncommercial teaching" is no protection to the
produc'ers of such material, for "noncommercial teaching" is substantially the
whole of the .market for educational material. Suchl large-scale reproduction
would not only injure authors. producers and publishers; by the lessening of the
incentive to produce such works fCr the educational market, it NN ould injure teach-
ers, students, and the ivhole educational process E:s well.
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(2) By permitting the unlimited input of copyrighted material into computers
and similar devices, it would effectively destroy the creator's control over his
copyrighted property. The provision for copyright control over output from such
a device is meaningless. It is obviously the assumption of the sponsors that the
output from such a system will be of inch brief excerpts as to be protected by fair
use, thus eliminating copy-right control at both ends. But even if the output is not
protected under fair use, it is obviously unrealistic to apply copyright protection
at that point. It is in the nature of the operation of a computer or similar system
that one does not know what its output will lb until it has in fact been pointed
out. There is no way the prior permission of the copyright proprietor can be ob-
tained. IIe is presened with a fait accompli. On the other hand it is perfectly
feasible to get the permission of a copyright proprietor before the input of the
material, and such permission can include the manipulation, processing, and
output of the material as well.

(3) By establishing a presumption that the kinds of uses authorized by the
general educational exemptions are-not "fair uses" that would be .:zotected by
Section 107, it would actually in many ways narrow the protection afforded
educators. By departing from the flexible "fair use" concept and endeavoring
to define specific exemptions, it establishes the presumption that uses not specifi-
cally exempted are infringements. This may work to the serious detriment of
educators and education as new and unforeseen materials and uses are developed
in the future, to which the doctrine of "fair use" could be applied, but which
fall outside the specific exemptions this amendment would provide.

(4) It would upset the balance of compromises carefully worked out in the
past by the subcommittee. Its sweeping and imprecise language overlaps many
other sections of the bill. To give serious consideration at this late date to the
educational exemption would require the committee to reexamine at least the
fair use provisions of Section 107, the library reproduction provisions of Se-lion
108, and the classroom teaching provisions of Section 110.

t5) The provision of the general education exemption are, of course, in com-
plete contravention of Section 117 and of the intention of Title II of S. 1361. It
was this subcommittee that concluded that the problems of computer use of
clyrighted material were too complex to be acted on legislatively without
further impartial expert examination. The subcommittee proposed, in Title II,
the creation of a National Commission on New Technological Uses of Copy-
righted Works to make a thorough study of this and related problems. MIean-
while, by Section 117 the subcommittee proposed that all rights with respect
to computer and related uses be frozen precisely as they are under present law
pending the report of the Commission. This was a statesmanlike proposal, com-
pletely accepted by all the various conflicting interests concerned including, at
the time, the sponsors of the general educational exemption. Now, however, those
sponsors have proposed to upset this entire understanding, abolish Section 117,
and bypass the impartial study proposed in Title II, subverting the whole care-
fu)l- cowstructod 'irranaement.

There is a further major objection to this sort of specific exemption. We are
living and working, in 1973, under the provisions of the Copyright Act of- 1909.
It is likely that any general copyright revision act this Congress will pass will
remain the law of the land until far into the twenty-first century. It will need to
be applied to melda of communication and -forms or reproduction and use not
now even conceived of, just as the 1909 Act has had to be applied to television,
saitellites. and compluters.

WVien the 1909 Act provided general principles a.id policies through its general
deflnition of the rights of authors and through its silence on fair use, thus
allowing :the prior judicial doctrine to prevail, it-has been possible for the courts
in acting on individual -cases and' private parlties by contractual arrangement
to apply the principles of the Act to the new media without undue strain. It is
the highly speciflo provisions of the 1909 Act attempting to go beyond principle
and fix details, that have become anachronistic and unworkable-provisions like
the manufacturing clause, the so-called "juke-box" amendment, the fixed 2¢
royalty for mechanical rights, etc. These detailed provisions have had totally
unintended consequences in the faice of new media anid radically new circum-
stances.

No one is wise enough in 1973 to devise the sort of specific and detailed pro-
vision in thile general education exemption, intended to govern copyright for
decades to come. What is needed, with respect to the concerns we are dealing
with here, is a general definition of the exclusive rights of autliors and their
assignees, as in Section 106, and a general assertion, as in the present Section
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107, that these exclusive rights shall not bar those fair and non-competitive
uses of copyrighted works for socially desirable purposes that are covered by
the broadly and flexibly conceived doctrine of fair use. Both now and, as new
media are introduced in the future, realistic applications of these general prin-
ciples can and will be worked out.

Denial of the unwarranted educational exemption will not "deprive" teachers
of any "right" they may erroneously feel is possessed under existing law. "As
shown by a Copyright Office study dated July 22, 1966, the educational groups
are mistaken in tLeir argument that a 'for profit' limitation is applicable to
educational copying under the present law." (House Report No. 83, 90th Con-
gress, March 8, 1967.

In its Report, the House Judiciary Committee said that "the doctrine of fair
use, as properly applied, is broad enough to permit reasonable educational use.
It suggested however that teacher and publisher should join together to estab-
lish ground rules for mutually acceptable fair use practices, and that they
should work out mesns by which perraissionrs for uses beyond fair use can be
obtained "easily, quickly, and at reasonable fees." (pp. 32-33)

We share the views expressed by the House Judiciary Committee. We urge
that they be adopted by this Subcommittee and that the proposed educational
exemption be rejected out of hand.

For our part, we renew our offer to meet with the Ad Hoc Committee to
establish ground rules for fair use and to establish workable arrangements for
the clearance of permissions for uses beyond fair use.

STATEM.ENT OF THE AssOCIATION OF RESEARCH LIBRARIES, ON THE AMENDMN[ENT
RECOMMENDED BY THE LIBRARY ASSOCIATIONS TO S. 1361, GENERAL REVISION
OF COPYRIGHT LAw

Tnu order to clarify the proposed amendment and distinguish between it and
the language of S. 1361 in its present form, :' appears desirable to discuss the
sections of the amendment and then to note the difference between these provi-
sions and those of S. 1361.

The initial paragraph of section d reads the same as section d in the printed
Bill except that the phrase "but only under the following conditions" is sub-
stituted for the word "if" at the end of the paragraph.

Section (1) under d of the proposed amendment refers only to an article
or other contribution to a copyrighted collection or periodical issue or to a
similar small part of a work. The purpose of this amendment is to enable
libraries td continue to supply a photocopy of a small part of a work without
being required to do any checking to see whether the issue of the periodical or
the book in which the item appears is available for sale. This is particularly
important with respect to articles in periodicals, since there is no easy way to
determine whether or not a particular issue of a periodical is still available
from the publisher or dealer. Even if ic slould be determined that an issue
can be ordered from the publisher, the time required to place the order and
receive the issue results in a delay which will probably not meet the need af
the user.

Section (2) refers to an "entire work," that is, a book or a major part of a
book. In this case the amendment would require that the library determine
whether or not the book Is still in print before providing a photocopy of it. This
can be done with relative ease by checking Books In Print.

The distinction may be put in this way: section (1) refers to a periodical
article or short ex6crpt of which a photocopy may be provided without any
checking. Section (2) refers to an entire.book or a major part of it and in this
case a check to see whether the book is still-in print is required.,

Section (2) of 'the proposed amendment is similar to section 108(d) (1) in the
printed Bill, S. 1361. Section (1) of the proposed amendment is a specific exemp-
tion for a periodical article or short excerpt. In this respect, it is an addiction to
S. 1361.

"REASONABLE INVESTIGATION"

, e phrase "reasonable investigation" is used in the amendment which we are
r4 ,mmending but only in section 108(d) (2).. This section refers to books, not
to *erIodical articles. A reasonable investigation of the availability through
trade sources of a book can easily be made by checking the annual catalog
Books In Print. There is no comparable catalog listing all periodical articles.

20-344-73-37
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Section 108(d) (1) of S. 1361 requires the reader to "establish to the satisfac-
tion of the library or archives that an unused copy can not be obtained at a
normal price from commonly known trade sources ifn the United States including
authorized reproducing services." This requirement applies both to periodical
articles and to books. It can be complied with as regards books through the
use of Books In Print. There is no feasible way of making a comparable check
of the availability of periodicals. Effects of Library Photocopying on Copyright
Proprietors.

Those who oppose the proposed library photocopying amendment take the
position that library photocopying eliminates sales and reduces the number of
subscriptions to periodicals. The most extreme charge is that library photo-
copying will result in destroying scientific and technical communication by
making it economically impossible to continue the publication of periodicals and
books.

The importance of the partnership of libraries with the publishing industry
cannot be over-emphasized. The economic viability of this industry is indeed
a crucial concern to all in olved in the dissemination of information. It is diffi-
cult, however, to get precise information regarding the effects of photocopying
on publication sales. A most important consideration here is that coin-operated
photocopying machines are available to virtually everyone. Thus, a significant
and ever-increasing a.mount of photocopying is unsupervised.

In regard to supervised library photocopying, several studies have been made
in the past 12 to 15 yeurs-and it is the conclusion of these studies that no evi-
dence of significant economic damage caused by library photocopying could be
identified. While the general experience is that the number of subscriptions has
increased, there have been exceptions to this but it is by no means clear that the
decline in the number of subscriptions have increased very substantially in this
period and library budgets, particularly in recent years, have been-reduced; thus
the canceling of subscriptions cannot be fairly ascribed to library photocopying
only.

If it were possible to demonstrate clearly that library photocopying had severely
damaged copyright proprietors, it could be expected that publishers would pro-
dace this evidence. Since they have not done so, it would appear that the evidence
'it ot persuasive. In the absence of conclusive evidence, it would be most unfor-

,e if requirements were established for the payment of royalties which would
-. -jie "spending dimes to collect pennies."

LIBRARY ASSOCIATIONS SUPPORT THE AMENDMENT IECOMMENDED

The amendment in the form in which it has been recommended to the Subcom-
mittee ·epresents the views and recommendations of the American Library Asso-
ciation, the Association of Research Libraries, and the Medical Library Associa-
tion. These Associations recommend this amendment on behalf of their readers in
order that they may be able to maintain the photocopying services now provided
by most libraries of all types. In the aggregate the number of readers who use the
libraries represented by these Associations runs to many millions. It is on behalf
of these readers that the Library Associations urge the Subcommittee to adopt
the amendment which they have recommended.

The statement was made in the course of the hearings that machine-monitoring
of materials copied was feasible. However, at the present time there is no practical
way that a photocopy machine could differentiate existing copyrighted from
uncopyrighted materials.

STEPHEN A. MCCARTHY,
Executive Director.

August 9, 1973.

HOUSE OF REPRESENTATIVES,
Washington, D.C., August 7,1973.

Hon. JOHN L. MCCLELLAN,
U.S. Senate,
Washington, D.C.

DEAR SENATOR MCCLELLAN: It is my understanding that the Senate Subcom-
mittee on Patents, Trademarks, and Copyrights has been considering Section III
of S. 1361 which sets a copyright fee schedule for the cable television industry.
I further understand that in 1971 e consensus agreement was formulated by rep-
resentatives-of the copyright-holders, broadcasters, and cable system operators
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and that in this agreement is a provision calling for arbitration if rates cannot be
agreed upon.

It has always been my belief that Congress should not attempt to set rates in
transactions between private individuals or groups and I believe this to be true
in regard to copyrighxt fees. The parties that operate with the fees should be
allowed to determine ihem, and for this reason I urge you to'reconsider Section III
and make provisions instead, fer a means of arbitration to determine the fees.

With kind regards, I am,
Sincerely yours,

ALPHONZO BELL,
U.S. Congressman.

STATEBIENT OF PROF. ALBERT P. BLAUSTEIN, RUTGERS UXNIVERSITY SCHIOOL OF LAW

Scholars should be paid for their scholarship. This precept is followed in our
treatment of the scholars who, as teachers, purvey scholarship and who, as
librarians, organize and process scholarship. It should be nonetheless -trle for
the creators of the scholarship which is being purveyed, organized and ,)rue.seld.
On this there seems to le agreement.

Those who pursue scholarship are in the vanguard in the-struggle for higher
salaries for teachers and librarians. They are the most pruolific.ialclhabers of the
ever-more-costly source of scholarship known as books. And so it goes.

But when this p: inciple is t/anilated into payment for scholarship whose ac-
cess is via the photocopy machine, there is a strange objection to paymenta Pay-
ment for scholarship, that is. There is, on the other hand, no objection to indirect
payment for that scholarship in the form of machine purchase and rental, the
purchase of accessories such as chemicals, paper and repair services and, in iniany
cases, wages for those who operate the machlines.

The time has come to face this problem; it can be delayed no longer. The
intellectual property of others is being used via reprograpl, y in a quantity which
must receive our attention.

PROPOSAL

Ten per cent of the net cost of reprography should go to the copyright pro;
prietors of the intellectual property being photocopied.

I speak as a university professor; a lawyer, an author,. a former librarian, and
as one who teaches in the field of intellectual property. In each of.these roles I
have made use cf the scholarship of others. Frequently their material has been
made available to me through reprography. In performing- the functions of
librarian, I have made the scholarship of others available to the researcher and
educator; and I know the importance of satisfying the rese.rch needs of others
as well as myself, As an author, I have seen many of my u rticles, books, and
parts of books reprinted in other publications for cumpensation and- photocopied
by researchers and educators without compensation. And since I teach the Intel-
lectual Property course at Rutgers-Camden, ,I have gained familiarity with the
background as well as the law in this particular field.

In prepairing this statement, an examination has been made of the many pro-
posals which previously have bee", submitted. And I must acknowledgc tat the
outset that these have, in some ieasure, guided and influenced the proposal
here. However, most of them have been set aside as unworkable because of their
complexity and because of their high cost of administration. (Tllhis is also i time
to express thanks for the research assistance of one of my students, Mark
Gertel, who assisted-me in preparing this statement.)

In' setting forth- this basic-proposal, the procedural problem is divided into
tbree;parts: (1) How shall royalty payinents be collected? (2) ,Who'should ad-
minister the royalties collected? and (3) 'Ho w-should the royalties be distributed?

IMPOSING ROYALTY CHARLGES

Royalties for the copyright proprietors\of material being photocopied should
come from a flat fee tax. This would be in the form of a ten percent surchar-ea
on the selling pi'ice or the regular monthly rental of all photocopy machines.

The advantages of such a plan are as follows:
A. While the total royalties will eventually be substantial, the individual sums

paid by the user are de minimus. The overall rental charge on photocopying
today is under four cents per page. (And the.base rates are-even, lower in the
rentals to government and educational users.)
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B. The plan is administratively sound. The cost of collection would be at a
minimum. Note in this connection the precedent of Article 53 of the German
Copyright Act of 1965 which places a flat fee of five per cent on the sale of
visual or sound recorders.

There are several objections which have been raised to the imposition of an
arbitrary flat fee tax. It is, of course, obvious that many photocopy machines
are not Used to reproduce copyrighted materials. One might illustrate this by
examining the photocopy equipment in a teaching hospital. The machine in the
hospital administrative office, for example, reproduces hospital records, clerical
accounts, etc., almost exclusively. On the other hand, the photocopy machine in
a medical library is always a major user of copyrighted material. The answer is
partly that it "evens out." And the administrative costs involve, precl -le mak-
ing distinctions between where machines are located-using this as a basis for
determining royalty rates.

What of the counter-suggestion that the tax be based solely on the extent of
use-rather than sales price or monthly rental. This is certainly possible in im-
posing a royalty surcharge on sound equipment. Rather than tax the sale of the
tape recorder, there could be a tax on the sale of tape. In that manner, the user
who merely records a favorite song for home consumption would pay only a
negligible sum for royalties. On the other hand, the large commercial user of
copyrighted music would buy tapes in quantity and thus pay a much higher
royalty. Such a scheme is impossible with photocopy machines since they are
increasingly able to use ordinary rather than specially treated paper. Note,
however, that the factor of use is already- cnsidered and built into current
rental charges. Most of the large producers of photocopy equipment charge a
base fee of $35.00-$0.00 a month, plus a figure based solely upon the number
of copies made.

A third-objection is raised by educators who argue that any tax, regardless of
how small, is an interference with the free dissemination of necessary educational
material. Theoretically, this position is indefensible. As a practical matter, it
should not preclude a minimum royalty charge. The key is access to information.
And access is always thwarted by a series of variables involving cost. The edu-
cator may be barred from the utilization of educational materials by the fact
that the school system does not have adequate secretarial help, or because the
school library did not buy the books which contained the desired works of
scholarship, or because the school board vetoed the purchase of suffi,.ent photo-
copying equipment. And where such equipment is acquired, the bulk of the cost
is for rental, paper and chemicals. Measured against all of these factors, a
royalty tax, in the form discussed here, really does not preclude the use and
dissemination of educational materials.

Oaveat: With the payment of the ten percent tax, users would be free to photo-
copy all copyrighted materials, with one notable exception. Consumables (mean-
ing workbooks, standardized test forms meant to be used only once, etc. must
be excluded from the photocopy grant.

-ADMINISTRATION OF ROYALTIES

For the administration of any royalty plan, it is essential to set up a central
copyright clearing house to supervise the collection and distribution of the ten
percent surtax on sales and monthly rentals.

It is recommended that this clearing house have -a quasi-governmental status
provided for in the copyright statute. This would have the following advantages:

(1) Enforcement of payment would be facilitated. Failure to pay royalties
would constitute a criminal rather than a civil offense.

(2) As a quasi-governmental entity created by statute, the anti-trust problem
would be avoided.

(8) As a quasi-governmental agency operating under statute, it would be more
difficult for any particular combination of selected publishing houses to gain
-ontroL

(4) An agency under governmental sponsorship would discourage the forma-
tion of splinter groups or alternative clearing houses set-up to give special protec-
tion to special interests.

The membership of the clearing house would consist of all participating
publishers. Royalties would be paid to the copyright proprietors only via these
member-publishers.

(In addition- to its admiinistrative arm, the clearing house would also have an
agency (or agencies) to perform as quasi-judictal tribunals. It would be the
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responsibility of one such tribunal to determine who would be a bona fide pub-
lisher. Another tribunal responsibility would be to hear arguments on royalty
distribution.)

DISTRIBUTION OF ROYALTIES

Tile greatest percentage of the moneys received and administe:ed by the clear-
ing house would be paid over to the member-publishers. The relative distribu-
zion as between the publishers and their authors (as copyright proprietors)
would be allocated in accordance with their author-publisher contracts.

The most difficult administrative problem is the allocation of royalties among
the various publishing houses. This must be based, as far as possible, upon the
frequency with which ctrtain materials are photocopied. At the same time, the
plan must be kept as simple as possible.

It is recommended that all copyrighted books, periodicals and other publica-
tions be divided into five categories, depending upon the extent to which they
are usually photocopied. Each publisher would have so many "units" in each
category. (A monthly issue of a given oft-copied scientific journal might be a
unit to the same extent as a given textbook.)

Category A units (those llost frequently copied) would receive fifty per cent
of the total royalties. Category E, containing those units copied the least, would
include all novels, for example, and might be limited to as little as two per cent
of all royalties. Initial category assignments would be based on a preliminary
sampllifg-and updated by subsequent samplings.

It would be the responsibility of an administrative arm of the clearing house
to decide what book, annual oi magazine issue constitutes a "unit" and to de-
termine the proper category for each. Appeals would be made by the publishers
to one of the clearing house tribunals.

As noted above, the bulk of all moneys received-by the clearing house (after
administrativew- s -are deducted) would ba distributed to the publishers. How-
ever, it is pr.,., . that twenty per cent of -the net total be allocated (and ad-
ministered b, t clearing house) for the benefit of authors as a whole. Part of
this sum could be designated for awards, scholarships, loans, pension arrange-
ments, group medical services, insurance, etc. And other funds could le used
to maintain and operate authors' associations and other agencies working for
the benefit of those who produce intellectual property.

IMy thanks to the Committee for giving me the opportunity to express my
position on this important issue now before the Congress.

CADCO,
OKLAUHOMA CITY, OKLA., Jully 2/1, 1973.

HIon. JOIIN L. MCCLELLAN,
U.S. Senate,
WVashingtcn, D.C.

DEAR SINATOR INICCI.ELLAN: I am writing this letter in regard to hearings
schedi::el before the Senate Judiciary Committee, sub-committee on Patents,
Trade-Miarks and Copyrights, this coming July 31 and August 1.

The purpose of these hearings is to take testimony on pending Senate Bill
S. 1361, and more particularly on section 111 of that bill; as it relates to CATV
sy.stems.

SecAion 111 of this proposed bill contains an "exemption from copyright li-
abiflity" -and "program exclusivity (for) CATV systems with fewer than 3,500
subscribers".

My company, CADCO, INC., is a manufacturer of CATV.equipment. My com-
pany specializes in the manufacture and installation of CATV equipment for
CATV systems in tc wns of 10,000 people and down. This happens to -work out to
CATV systems-with 3,500 or fewer homes.

My company publishes a more-oi-less monthly publication for our customers
in this area of CATV; a copy of the most recent issue of which is enclosed. Our
TECH TALK publication reflects the operating and technical problems of this
segment of the CATV industry; and it does so because other publications and
companies in this industry do, for the most part, ignore tills portion of the market
place.

CADCO is known Within the CATV industry as "the small town specialists".
And this extends much further than merely supplying equipment to,these smaller
communities; it includes providing know how and a rallying point for the oper-
ators of these CATV systems.
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Now it is proposed, in Section 111 of this bill, tha't "CATV systems with fewer
than 3,500 subscribers, now in existen-3, and independently owned, be exempted
from the copyright" payment schedule that this bill provides for.

I would like to draw your attention to the enclosed issue of TECH TALK.
On pages one through three of this issue is a synopsis of a Technical Report
issued by the Office of the Chief Engineer of the Federal Communications Com-
mission (Report Number T-7301). This report shows that based upon an FCC
study of the CATV industry, that approximately 91% of all operating CATV
systems have fcwoer than 3,500 subscribers. And in fact, that the smallest 50%
of all CATV systems (i.e. half of the actual systems) average 345 subscribers
each.

This hill, then, would exempt 91%o of all existing cable system from the pay-
ment or copyright liabilities. The key word is existing.

Please refer to page 19 of the same enclosed issue of TECH TALK. This article
("Isn't It About Time-Again?") relates to the very distinct difference within the
CATV industry between "cable television" and "Community Antenna Television."
Briefly, cable television is any system with more than 3,500 subscribers; Com-
munity Antenna Television is any system with fewer than 3,500 subscribers.

And yet, both ."Community Antenna" and "Cable" are being regulated, by the
FCC, and through this proposed Copyright Bill, as if they were of the same.

They are not. "Community Antenna" television service is a simple service that
allows l,cople in distant communities to receive better broadcast television.
"Cable" television is much more than that. "Cable" television is pay-for-a-movie
television (via the cable); it is reading electric meters via the cable; it is
subscriber-response polling via the cable, and much r.ore.

Tlhe point that I would like to try to make is simply this:
(1) The National Cable Television Association has represented to this Com-

mittee that they represent "tlle industry." The truth is that they represent
the "cable television" industry; not the "Colmnnnity Antenna" industry.

(A) The President of the NCTA, Mr. David Foster, is scheduled to appe:lr
before this Committee to "speak for the industry". Our contention is that
he may speak for 9% of the CATV iystems in the industry, and that these
9% of the systems may represent a large number of cable subscribers;
but they do not represent a large number of systems-certainly not Com-
munity Antenna systems.

(2) There are spokesmen within the "Community Antenna" industry who could
and should be allowed to present the views of the other 91% of the CATV
industry. I would like to urge that some way be made to allow such a preselita-
tion before this Committee.

We are dealing with small comnunities, and normal, un-sophisticeted comn-
nlunity antenna recelption. And we are a dealing with a proposal wbhiehiv ould al-
low the existing snall systems to operate without copyright liability, while any
new small "Community Antenna" systems will (under the terms of this bill) be
required to pay copyright fees. We believe this is wrong.

Please give our proposal some consideration. The 91% of the CATV com-
mulnities we speak on behalf of total nearly 5,000 in all. I believe they have a
right to be heard ... and David Foster of the NCTA does not speak for them.

Sincerely,
ROnBERT B. COOPER, Jr.,

Presidcnt.

COLUMBIA BROADCASTINO SYSTEM, INC.,
New York, N.Y., August 7, 1973.

ITon. JoIHN L. MCCI,El.,AN,
C'hairmnan, Subcommittce on Patents, Tradentmarks and Copyrights, Committee on

the Jugiciary, U.S. Senate, Washington, D.C.
DEAR MIR. CHAIRMAN: On July 31 and August 1 the Subcommittee on Patents,

Trademarks and Copyrights held IIearings on several Copyright Revision Bill
subjects, including cable television, but that subject was specifically limited to
the royalty schedule contained in § 111 of S. 1361 for the compulsory licensing
oi cable television systems.

CBS wvas not invited to appear at the Hearings nor did we desire to do so in
view of the fact that the cable television part of the Hearings was limited to
the specific subject of the royalty schedule. Our concern is more go, al-the
proper place-of cable television in the copyrilht context. Therefore, we take this
opportunity to set forth the CBS position on that. We respectfully request that
this letter be made a part of the record of the Hearings.
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Preliminarily, it is useful to note what are the functions that a cable television
system performs when it retransmits broadcast signals to its subscribers. Only
one week before its decision in Fortnightly v. United Artists, 392 U.S. 390 (1968),
the United States Supreme Court in United States v. Southwcs8tern Cable Co.,
392 U.S. 157 (1968) said that:

'"CATV systems perform either or both of two functions. First, they may sup-
plement broadcasting by facilitating satisfactory reception of local stations 'in
adjacent areas in which such reception would not otherwise be possible; and
second, they may transmit to subscribers the signals of distant stations entirely
beyond the range of local antennae." 392 U.S. at 163.

When the Court decided Fortnightly a week later the function of distant sig-
nal importation was not before it; the function of the use of advanced antenna
technology and equipment to overcome adverse topographical conditions to per-
mit subscribers to receive signals alreadj in the community, and that function
only, was.

The United States Court of Appeals for the Second Circuit decided CBS v. Tele-
pronmpter,-F. 2d-177, USPQ 225, on March 8, 1973. In its decision it held that:

"When a CATV system is performing this second function of distributing sig-
nals that are beyond the range of local antennas, we believe that, to this extent,
it is functionally equivalent to a broadcaster and thus should be deemed to 'per-
form' the programming distributed to subscribers on these imported signals...
The system's function in this regard is no longer merely to enhance the sub-
scriber's ability to receive signals that are in the area; it is now acting to bring
signals into the community antenna, erected in that area." 177 USPQ at 231.

Consequently, the Court of Appeals went on:
"We hold that when a CATV system imports distant signals, it is no longer

within the amrbit of the Fortnightly doctrine, and there is then no reason to treat
it differently from any other person who, without license, displays a copyrighted
work to an audience who would not otherwise receive it. For this reason, we
conclude that the CATV system is a 'performer' of whatever programs from these
distant signals that it distributes to its subscribers." 177 USPQ at 231.

C(BS believes that the Ck)urt of Appeals is right in concluding that there is
no reason to treat a cable television system, which brings a copyrighted work
to a distant audience Who would not otherwise receive it, differently from any
other person wlho performs the same function. Moreover, we see no reason for
the law to be changed so as to grant cable systenis discriminatorily preferential
treatment. Treating them in the same way as other users of copyrighted works
are treated would only require that cable television systems secure licenses from
copyright proprietors just as do the broadcasters with whlom they compete.

Not treating the cable systems to complusory licensing, as S. 1361 proposes
to do,-would eliminate the necessity of:

The recording by capable systems of notices in the Copyright 0rce
and the prescription of regulations for them by the Register of Conprights
(§ 111(d1) (1)).

Thle deposit by cable systems with the Register of Copyrights of state-
meients of account every three n:orths and the prescription of regulations by
the Register of Copyrights for the deposit (§ 111(d) (2) (A)).

The deposit by cable systems with the Register of'Copyrights of the pre-
scribed graduated royalty fees and the prescription of regulations for the
deposit by the Register of Copyrights (§ 111 (d) (2) (B)).

The annual filing of claims by persons (who have a sufficient financial
stake as well as the means and energy to do so) entitled to fees with the
Register of Copyrights and the prescription of regulations for such filing
by the Register of Copyrights (§ 111(d)(3)(A)).

The annual determination by the Register of Copyrights about whether
a controversy exists concerning the distribution of royalty fees (§ 111 (d)
(3) (B)).

The determination and deduction of his administrative costs by the
Register of Copyrights, the distribution of royalty fees to those entitled to
them, and, if the Register has found a controversy to exist, a certification
to that effect and the constituting of a panel of the Copyright Royalty
Tribunal (§ 111(d) (3) (B)).

The maintenance of 15% of the royalty fees collected in a special fund
and their distribution according to regulations prescribed by the Register of
Copyrights to the copyright owners of musical works (§ 111(d) (3) (C)).

The withholding from distribution by the Register of Copyrights or
the Copyright Royalty Tribunal, of an amount either one deems sufficient
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to satisfy all claims with respect to which a controversy exists ( 111
(d) (3) (D) ).

Nor would the Copyright Royalty Tribunal created by Chapt,,r- 8 of the
Bill be required to exercise the functions of making determinatieon concerning
the adjustment of the copyright royalty rates or the distribution of the royalty
fees provided for in the cable television compulsory license.

Nor would the Houses of Congress have the burden of deciding whether to
exercise a right of veto against a time deadline, reflecting their judgments
about royalty adjustments recommended by the Copyright Royalty Tribunal, as
provided for in § 807 of the Revision Bill.

Nor would be courts be burdened by the necessity of reviewing determina-
tions of the Tribunal concerning the distribution of cable television royalty
fees. as provided for by § 809 of the Revision Bill.

CBS believes that it is not possible for any official or any Copyright Royalty
Tribunal, or any. .her such body, to set royalty rates that are "reasonable". By
what criteria of reasonableness could the determination be made? MI'reover,
by what ceiteria would the Register of Copyrights be guided in distributifii the
royalty fees to copyright proprietors who file claims for them? What weight.
if any, would be given to the quality of the copyrighted works? How would tihe
Register of Copyrights attempt to measure quality when no guidelines are pro-
vided by the Revision Bill? Nor does the Revision Bill provide guidelines for the
Copyright Royalty Tribunal to make judgments about the distribution of the
royalty fees in the controversies certified to it by the Register of Copyrights.

The fact is that there is no adequate substitute for the operations of a normal
marketplace in which prices are determined by supply and demand. If such a
marketplace were permitted to function, consistently with other marketplaces in
our free enterprise economic system, the problems which are insolvable by officialsR
and tribunals would be solved by bargaining in-the marketplace. The expenses of
the operation would be borne by those who deal in the marketplace as contraisted
with the expenses of the labyrinthical, top-heavy, governmental structure con-
templated by S. 1361, part of the expenses for which would be taken out of the
royalty fee fund and part of which would be taken out of the American taxpayer.

A normal~ marketplace does not now exist for cable television, but copyright
proprietors-would certainly find a way of selling their rights if cable were paying
for them. All other copyright users have managed to find a way of dealing with
copyright proprietors. The present lack of a market is due to the uncertainty,
which is-only'now being resolved in the courts, over whether cable television sysl-
tems are liable to the normal application of copyright law and- the consequent
unwillingness of cable television systems to bargain and pay for what they
retransmit.

As noted above, on March 8 of this year the Court of Appeals for the Second
Circuit unanimously held in CBS v. Teleprompter that cable television systens.
are liable under the present law for the carriage of copyrighted programs con-
tained in distant signals which they import. Petitions for review by the United
States Supreme Court were filed in early June; we expect the Counrt to act on the
petitions in the fall of this year; thus, it is probable that the Court's decision will
finally determine the copyright question in the near future.

This being so, CBS suggests the wisdom of awaiting, the outcome of the copy-
right test case rather than acting on Section 111 of S. 1361, which the Congress
may find unnecessary in light of whatever action is taken by our highest court.
After all, we are not without a Copyiight Law; the only questions are what it
means and whether that is unjust. We shall have the answers presently. Only if it
is urjust should it be changed.

-V.'e-believe you are aware of the fact that CBS has consistently taken thlie
position that cable television systems should have a copyright exemption for
retransmission of television broadcasts to their subscribers who are within the
normal coverage area of the station originating such broadcasts, subject to certain
conditions to assure fairness. We reaffirm that position because we believe that
such an exemption is justified by the need for simplicity and by' the expectation
of the broadcaster, and those who license his use of their program material, that
the broadcast station's '!gnal will reach the entire public in its normal broadcast
area. The Circuit Court's decision, review of which is now sought, accomplishes
that result.

There is one incongruity in Section 111 of S. 1381 we should like to call to your
attention. Section 111 makes it a copyright infringement for a cable television
system to carry a professional'sporting event into the local service area of one or
more television stations-when none of the statiohs has been authorized to broad-
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cast the event. Apparently it is felt that even with the payment of the statutory
royalty for the compulsory license which the Revision Bill would provide, it is
unfair-to the sports promoter, to the league, to the broadcaster, or to all three-
for a cable television system by its unilateral action to frustrate the consensimal
agLeement of the marketplace. Yet the Revision Bill shows no similar concern
in the -de,~t!"al situation for the copyright owner of any other kind of copy-
righted work, iio matter what its importance, even though he had deliberately
chosen to license the work to no local station. It seems to us that logic would
require that the copyright proprietors of news and entertainment programs be
treated no less favorably than the promoters of professional sporting events.

Respectfully,
ROBERT V. EVANS.

S'£ATEMENT OF THE COMMUNITY ANTENNA TV ASSOCIATION (CATA)
AUGUST 10, 1973

CATA is a national association of small CATV systems whose problems and
interests materially differ at times from those confronting large scale cable
television operatioris and established-cable systems in major television markets.

CATA was formed in late July 1973 at Dallas, Texas to serve as spokesman
for small CATV operators. Although CATA is still in its formative stages as an
organization, its membership already includes more than 100 CaTV systems--
most of which are family owned and operated-serving in excess of 90,000 sub-
scribers throughout the United 'States.

CATA was not in a position to present its views concerning Section 111 of
S. 1361 to the Subcommittee at Its August 1, 1973 hearings. CATA representa-
tives did, however, attend the hearings and are familiar with positions taken
by interested parties who testified. CATA welcomes this opportunity to present
its views, on a single critical issue: whether small CATV systems should be sub-
ject to copyright liability.

Small CATV systems perform valuable services to the public by assuring ade-
quate, dependable, television reception in communities and areas beyond major
television markets. Costs of system operation, particularly expenses of upgrading
plant necessitated by FCC enactment in March 1972 of technical standards, and
other construction expenses, have been increasing at a very rapid rate. As the
Subcommittee knows, the ability of small system operators to raise capital has
been quite limited. Also, their ability to increase subscriber rates is often re-
stricted, if not by the terms of their franchises, certainly by economic realities
in the markets ,served. Moreover, most cannot and do not desire to initiate
ancillary broadband services in order to gain additional revenues. Clearly, these
small systems merit the kind of "breathing space" assured by a copyright ex-
emption based upon size.

CATA recognizes that jurisdiction over copyright matters resides exclusively
in the legislative branch. CATA cannot, however, ignore the fact that the
Federal Communications Commission and the President's Olice of Telecom-
munications Policy called various interested parties together in 1971 to hammer
out acomlpromise among the several industry groups regarding the emergence of
the cable television industry. Despite the fact that these FCC-OTP sanctioned
negotiations had no legislative power and no jurisdictional control over the
copyright question, compromises were reached on a wide range of issues affect-
ing the cable industry, including certain agreements dealing with copyright. The
entire package of agreements has become known as the "Whitehead Consensus
Agreement". The Whitehead agreement, while not binding upon Congress, did
contain a provision calling for the exemption from copyright liability of certain
CATV systems-those with fewer than 3,500 subscribers. We raise this point
not to say that the Whitehead agreement ll any way controls the Subcommittee's
thinking regarding the copyright issue, but rather so that the Subcommittee will
understand that numerous small CATV operators acquiesced in the many un-
favorable aspects of the Whitehead agreement because they believed that the
broadcasters and copyright owners would offer their support for copyright legis-
lation containing an exemption for small CATV systems. Hence, if denied the
copyright exemption, the small cable systems will lose the single most important
reason for accepting the various provisions of the Whitehead agreement, many
of which have been carried over to the present Copyright Bill, as well a., the
FCC's CATV regulations enacted in March 1972.

Thus it was unexpected that Section 111 of the legislation approved by the
Subcommittee lacked a small system exemption: CATA respectfully urges that



580

S. 1361 include an exemption from copyright liability for CATV systems laving
fewer than 3,5)t subscribers. We understand there is no significant objection to
the inclusion of such an exemption and will discuss why wxvi believe it would serve
the public interest.

As noted earlier, CATV systems in the below 3,500 subscriber category for the
most part provide their subscribers with a bas;i service for improving television
reception. MIost of these systems operate solely as a means of delivering television
signals to communities where normal television reception is poor or nonexistent:
communities beyond the primary service areas of television broadcast stations;
communities in which other secondary trainsmission facilities such as translators
are either lacking or inadequate; communities near large cities but situated in
pockets of poor reception produced by terrain barriers.

Soncme small systems also engage in limited local originations, generally of all
automated nature (time and weatheL scan). Few if any xuch systems carry ad-
vertising, engage in pay television operations or operate their own microwave
relay systems. They are, in short, the traditional colnmuni:y antenna television
systems-locally owned and operated-wllich had their genesis in the mountain-
ous regions of Pennsylvania and Oregon in the late 1940s, ad whllich continue to
depend upon subscriber revenues for economic support.

Although overlookedl lby the Federal Commnunicattions Commission when it
revised 'its program exclusivity rules in 1972, small systems were taken into
account when the agency enacted its mandatory origination requirement (47
C.F.R. § 76.201(a)) in 1'D60. 20 lFCC2d-201. Section 76.201(a) exempts systems
with fewer tlhan 3,500 subscribers fromn origination cablecasting, principllly for
economic reasons.

In its regulation of the broadcasting and common carrier ildustries, the Com-
mission has evidenced a similar concern for tle developmentonf small omnmuni-
cations comlpanies. Exemptliols from and exLeptions to generally applicable, but
often burdensome regulatory requirements, are not uncommon and have been
construed to-serve the larger public inecrest.

In the common carrier field, for example, small con.innlications carriers were
recently exempted from having 'to submit comlpreheCl..ve econom; data and
information to sulpport tariff revisions. Scc 47 C.F.R. § (;1.38(f). The FCC noted
that carriers with "small revenues", limited service areas and "few customers"
.should not have to un(lertake the costly and elaborate reporting procedllres -re-
quired of larger carriers. Final Report andl Order (Dockct No. 18703, 25 FCC' 2d
957, 965-C (1970).

With reference to broadcalsting, the FCC recently embarked upon a compre-
hensive p)rogramlm of "re-regulation." MIany of its rule revisions grant relief to
snmall narket broadcaiters from certain bur!densome regulatory requirements.
Similiarly, in rule making plrocLedings in loh in, the rene al of broadcast licenses
and the ascertainmlleit of community probllns by broadcasters, the .CC has
recognized that factors such as market and station size may well warrant tilm
application of different and less .stringent standards to certain classes of licensees.
Indeed. in an Inlterim IR( ort and Ordcr relating to broadcast license renewvals,
the FCC has exempted radio stations from mner l y-enacted annual reporting re-
quiremnents applicable to telcxi ion licensees and.has promllised to re evaluate in
a year whether it is desirable to req(uire radio broadcasters to continue to adhere
to additional local public file requirements imposeed upon all broadcasters.

Finally, in the television broadcasting field, numnerous rules and policies have
beeln designed to favor UIIE' develolment and in some cases to exenmIt CIIF li-
censees, which often are small businesses when comnpared to their VHTF countei-
parts, from requirements applicable to V'IIF licensees. For examl)le, 4T C.li.R.
§ 73.636, NOTE 8, provides for possiblle ad hoe exemptions to UII's from duopoly
restrictions consistently applied to VIIF licensees. In addition, the FCC has a
long-standing policy of fostering UIIF development. This policy has been reflected
in rules governing the agency's regulation of CATV systems. Sec t.g., 47 C.F.R.
§ 76.61 (b) (2).

lThe United States Congress has also gone on record many times in sulpport of
efforts to assist in the development of CUIE' television stations. One ca'n also
look to various statements by members of the Senate antd Iouse expressi lg
concern for similar legislation to assist !n the growth of FM radio stations.
See e.g., S. 585. The list goes on when one looks to the Congressional hearings
regarding the need for more frequency space to be allocated to the land-lnobile
sliectrum. Even in this 93rd Congress concern for small businesses is evidenced
by hearings held by Senator Thomas McIntyre regarding how broadcasters and
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CATV systems are burdened by the thousands of pages of goN ernment formn.
which ihust be filled out each year. The United States Congress has always been
the single body which the small businessian. could look to for protection from
the burdens of over-regulation.

Thus, there is ample support at the FCC for exempting small (below 3,500)
CATV systems from certian economicall3 burdensome operating requirements;
more generally, there is support in that agency and in the Congress for assist-
ing-whether by .cxemptions, exceptions to rules or special affirmative law-s,
iules and polieies-other small commnunication entities in providing efflicient
and economical service to the public. Thel relatively limited exemption which
CATA advocates, will do just that for small CATV operators, benelitting thenm
and their subscribers consistent with the objectives of the Communications Act
of 1934, as amended (47 U.S.C. §§ 151 ct seq.) and is in no way contrary to or
inconsistent with basic copyright principles and Section 111.

CGATA respectfully urges that such an exemption for small systems-. mlose
with fewer than 3,500 subscribers-be included in Section 311 of S. 1361.

COPYRIGHT OF'ICE,
TIE LIBRAIRY OF CONGiESS,

IVashington, D.C., Alugust 22, 1973.
Rfon. JoIit L. 'CCLELLrAN,
Chairnman, ,Subcommnittee ont P'atents, Trademark7s, and Copyrights, Scnate Cootn

imittee on the Judiciary, Newt Senate Office Building, Washington, D1.C.
DEAR SENATOR MCCLELrLAN: This is in response to your letter of August 6,1973,

requestingl, the views of the Copyright Office on several points in ref.rence to
the pending bill for general revision of the copyright law, S. 1361: (1) our
specific colnments on the language of S. 1359, including our recommendation ~of
appropriate anmendments; (2) lhcether the public display of original works of
art would constitute publication and would therefore require a copyright notice
on the work displayed, a proposal to establish a special form of notice for works
of art, and a proposal regarding placement of the notice on worlks of art; (3)
technical objections -raised by the Counsel-ffor SESAC to the language of section
312(c) of S. 1361.

S. 1359

This bill was prompted by the fear that the-Soviet Union, which became an
adherent to the Universal Cuolprigmht Convention effective May 27, 1973, may
attemlpt to control the cop3rigllht tha::t Soviet authors will have in the United
States and other mnember countries of that Convention, in order to suppress
publication abroad of thle wo-lks of some of those authors. The general views
of the Coplyriglht Oiliee on this bill are incorporated in 'he report by tile Librarian
of Congress to the Collmmittee on the Ju(liciary dated April 23, 1973, to wvhic'h your
letter refers. Atnllog other comments, the L~brarian's report expressed the reser-
vIations we have about the specific provisions of S. 1359, particularly the limita-
tion of transfers of ownerrship to the foreign author's "voluntary assigns."

Our reservations are two-fold. First, the limitation to "voluntary assigns"
does not take into account those situations in which the laws of foreign countries
may provide appropriately for transfers of copyright by operation of law.
Examples would be transfers effected by law in banliruptcy proceedings and
mortgage foreclosures. Second, it is doubtful that the phrase "voluntary assigns"
would be effective to preclude thlle acquisition by agencies of the Soviet Govern-
ment of an author's right of foreign publication. The agency may be able to
obtain from the author, through various forms of coercion upon him, a document
that purports to effect al voluntary assiglment.

ALs we see it, a foreign country's internal methods of coercion are a political
problem beyond the reach of our copyright statute. What might be achieved by
the copyright statute is to deny any assertion by an agency of a foreign govern-
nient of its ownership of rights in the United States by virtue of its seizure under
its own law of an author's copyright. It would not be necesary to proscribe
transfers by olperations of law to persons other tl:an government agencies. We
therefore suggest that, instead of the language in S. 1359, consideration be given
to a provision such as the following:

"The expropriation, by a governmental organization of a foreign country,
of a copyright or any right comprised in a copyright, or of any rightin a
work for which copyright may be secured, or the transfer of a copyright or
of any such right from the author or proprietor to a governmental organiza-
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tion of a foreign country pursuant to any law, decree, regulation, order, or
other action of the foreign government requiring such transfer, shall not be
Wiven effect for the purposes of this title."

As proposed in S. 1359, this provision could be inserted as a new subsection
(d) to section 9 of the present statute. 'it could also be added to section 104 of
S. 1361 as a new subsection (c).

PUBLIC DISPLAY OF WORKS OF ART; NOTICE REQUIREMENT

Your letter refers to an article in the Summer 1973 issue of Art News which
suggests that-the notice requirement in section 401 of S. 1361, coupled with the
definition of "publication" in section 101, would place artists in a less favor-
able position than they have under the existing statute, particularly when orig-
inal works of art are displayed publicly.

We consider it unnecessary to amend the definition of "publication" in S. 1361
in order to exclude the public display of an original work of art, as suggested
in the article in Art News. In our view, the public display of an original work
of art would not constitute publication of that work under the bill. "Publica-
tion" is defined in section 101 in terms that exclude public display of the single
original "copy" of a work. Distribution of copies or the offering to distribute
copies are the operative acts. Tile "offering to distribute copies ... to a group
of persons for purposes of further distribution, public performance, or public
display" would constitute publication; this would cover, for example, the offer-
ing to supply copies of a motion picture to a nu:ber of theaters or broadcasters
for public "performance" or "display." Public performance or public display
itself would not constitute publication.

The concern on this point expressed in the artice in Art News appears to be
founded on the supposition that the notice requirement in section 401(a) of S.
.1861 might be held to apply to an, original work of art wbhen it is publicly dis-
played. To put to rest -any .wch supposition, we suggest that the Committee
report include a statement similar to the following one that appeared ih. House
Report No. 83, 90th Congress, at pages 110-111:

"Sections 401 and 402 set. out -the basic notice requirements of the bill,
the former dealing with "copies from which the work can be visually iper-
ceived"; and the latter covering "phonorecords" of a "sound recording." The
notice requirements established by these parallel provisions apply only when
copies or phonorecords of the work are "publicly distributed." No copyright
notice would he required in connection with the public display of a copy
by any lieans, including projectors, television, or cathode ray tubes con-
nected with information storage and retrieval systems, or in connection
with the public performance 6f a work by means of copies or phonorecords,
whether in the presence of .i :audience or through television, radio, com-
puter transmission, or any-othei process."

For further assurance, we suggest that the Committee report add, after the
statement quoted above:

It' sh6uld he nloted that, under the definitinn of "publication" in section
101, thee -would no longer be any basis for holding, as a few court decisions
have done in the past, that the public display of a work of art under some
conditions (e.g., without restriction against its reproduction) wo"ld con-
stitute publication of the work. And, as indicated above, the publicu',.,j,i,.y
of h work of art would not require that e-copyright notice be placed on the
copy disp/layed.

The article in Ar, News also proposes that the notice for works of art should
consist only of the ;s .nnature of the artist and the date of execution, and that
the notine may nap-crr on the front, back, base, frame or on any- other readable
part of the work.

The-Convright Office it Pwire that many artists fail to take advantage-of the
onnot.nhitv to secure copyright for their works, and do not comply with the notice
requirements .,f the present conyright statute. Thle general revision bill incor-
porates liernlizing provisions that. should enhance the onnwrtunity of artists to
claim copyrihlt lprotection. For examsle. ns already indicated, copyright would
not be lost. (as it mny he in-some cnses under the present law) when an original
work of n :'t ;s niaced onpublie display in galleries. musnums, etc.. without a cony-
ri;,tnnotlee. 'Whore the work !s. renroduced in ponies that are pIIbliclv distrihlted.
a copyrihif: notice on those copies wounll Still he required: but the nrovisions
ilt sections 401-400 of the bill as to the notice reouirement are much less stringent
than in the present statute, with respect to both the position of the notice and
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the consequences of errors and omissions. The Register of Copyrights would be
authorized to prescribe by regulation, as examples, specific positions of the notice
on various types of works that would be adequate, and we have no doubt that the
front, back, base, or frame of a work of art or other readable position would be
acceptable.

We would- not favor a notice consisting only of the signature of the artist and
the date of execution. The symboi "©," the word' .Copyright," or the abbreviation
"Copr." constitutes an essential element in giving notice that copyright is claimed.
In effect, to eliminate this element would be tantamount to eliminating the notice
requirement. We see no valid reason for excluding published copies of works of
art from the general notice requirement.

SECTION 112 (C)

The Copyright Office agrees that the phrase "or of a. sound recording" in sec-
tion 112(c) of S. 1361 is unclear in scope and could be construed, as it stands, as
including all sound recordings of any nature. We assume that the exemption in
section 112(c) for the Inclusion in certain transmission programs, undL.: stated
conditions of a performance of a nondramatic musical work of a religious nature,
was intended to allow also the inclusion in those programs of a performance of a
copyrighted sound recording of such a musical work. If this was the intention,
we suggest the insertion, aftke the phrase "or of a sound recording," of the words
"of such a musical work."

We see no need for an explicit definition in the bill of the term "transmitting
organization" which appears in section 112(a) as well as in section 112(c). The
term "transmit" with respect to a performance or display is defined in section
101; thus, paraphrasing that definition, a "transmitting organization" under
section 112 (a) and (c) would be an organization that communicates a perform-
ance or display of a work by sending images or sounds from one place to another.
It is important to note that section 112 (a) and (c) both relate only to "a trans-
mitting organization entitled to transmit to the public a performance or display
of a work, under a license or transfer of the copyright." This limitation serves to
define further the "transmitting organizaions" to which those sections refer.

We shall be glad to assist you further in any way you may wish.
Sincerely yours,

ABE A. GOLDMAN,
Acting Register of Copyrights.

U.S. SENAT-,
Washington, D.C., August 1,1973.

Hon. J30Ho L. MCCLELLA
Chairman, Subcomittee on P'atents, Tradematks and Copyrights,
Committee on Judiciary,
7U.. Senate,

Waskington, D.C.
DEAR JOHN: I would appreciate it if you would make the enclosed statement

part of the hearing record on S. 1361 which is currently under consideration by
your subcommittee.

With best wishes.
Sincerely,

ALAN CRANSTON.
Enclosure.

STATEMENT BY SENATOR ALAN CRANSTON ON S. 1361

I- would like to commend the members of this committee for their lard work
arid persistence in undertaking a revision of the Copyright Law.

'I ay,, particularly interested in Section 111 of the bill, S. lJ1i, which con-
cerns copyright fees connected with the carriage of television signals. There has
been considerable debate and disagreement c fer the settIng of fees paid by :able
TV operators for material taken from distant commercial television signals and
rebroadcast -to cable subscribers.

'believe it is important that viable ground :.ules be established to deal with
this complex issue, and I congratulate this cormmittee for taking forthright ac-
tion to try to resolve the matter in the new copyright bill. The establishment of
a fixed fee schedule in the legislation is one approach to the 1Froblem. Perhaps
the fees outlined in Section 111 are fair and realistic. I do not suggest that they
are not.
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But I do question whether sumfficient study has been made of appropriate fee
levels to be certain that those contained in the bill are the fairest and most
equitable for all parties.

I would- feel better able to speak to- ;its point if hearings had been held on
fee levels. Without the benefit of such hlearings, I question whether the copy-
riglt bill should mandate specific fees to be paid to copyright holders.

I understand that intensive efforts and long hours of exchange and -discus-
sion nook place in 1971, between all interested parties in this matter-the mo-
tion picture industry, the commercial broadcasting industry, and the cable TV
a'ssociation. With the assistance of the Chllairman of the Federal Communications
Commission and the l)irector of the Presidelt's Office of Telecommunications
Policy, these parties agreed to a so-called Consensus Agreement. Due to the dif-
ficulty and complexity involved in arriving fit mllntflally acceptable copyright
rates. the Consensus Agreemenlit prtivided for compulsory arbitration on the mat-
ter of fees it tile parties were not able to reacll.agreemei:t on their own.

It seems to miie this approach to fee setting would beoa fair and reasonable ap-
proach. Compulsory arbitration has ino built-in advantages for either side-the
copyright holders or- the users. An Arbitration Tribunal, composed of experts
Wxithout bias. would seem to nme to afford thie best chance for arriVing at a fair
-und -reasonable settlenment of tliis collplex. difficult problem.

As.surance of a.reasonable rate of return for the producers of copyrighted
material is of particular interest to me. IThe holders of copyrights anid producers
of copyright material.repre.bent.the creative elements in our society wllo through
their talents and labors make availble to the public artistic and educational
programs. They are entitled to a realistic schedule of copyright fees.

But even more important than reward is encouragement for themn to produce
more andl better.

The mnotion picture industry in California makes a significint contribution to
the entertainment of ou0-nation.a able television is likely to be an extreinely in-
fluential and important segment of the broadcast media in the years ahead.
The ground rules set by this copyright. legislation will undoubtedly h:ave a last-
ing influence on both these industries.

I urge my colleagues to examine carefully in the course of these hearings
'wlether the prescribed fee schedule for copyright material in Section 111 is
the wisest course for Congress to follow.

PEDETRAL IAmiRARL&NS ASSOCIATION,
Va.shingtoln, D.C.

STAT'[EMENT OF THE FEm)EAr LITRARIANS ASSOCIATION TO THlE SrBCOM.MlTTEE ON
PATE.NTS, Tn.DmnMAIRKS AND COrY1IOGITS OF TI1E SENATE COI3MITITE ON TIIE
JUDICLARY ON S. 1361

The Federal Librarians Association is a fledgling organization of professional
employees in library, information and documentation centers of the United States
government. Membership embraces librarians froni Okinawa to Germany, as
well as those in the continental United States.

Tlhe purpose of the organization is to provide a forum for the exchange of ideas
anmd techniques in the library sciences as they are-exercised in Federal agencies,
and to provide mutual cooperation and support between these libraries with a
common goal-to serve the United States government by providing the l)est possi-
ble library, inforiiation and documentation service to the general public.

The issue of library photocopying is a concern that this organization shares
with others. and a common desire tilat justice and equity prevail. We are well-
aware that legislative drafting, especially in this field, is a difficult and often in-
conclusive art. Nonetheless, we believe that revision is necessary in the two
suhissues to which you have addressed- yourselves, viz, what constitutes fair
use, and the liability of the librarian and the user in ascertaining the require-
ments for making single copies.

We. the Board of Directors and the Executive Committee of the Federal Li-
brarians Association, meeting in Alexandria, Virginia, on August 6, 1973, unani-
mously agreed that the language of sec, 107 in S. 1361 is necessary in the public
interest, anid provides statutory support-to what "bench law" has often decided,
viz. that the primary-purpose of copyright legislation is "to promote the progress
of Science and the useful Arts".

In regard to section 108(d) we endorse without reservation the amendnent
recommended by the American Library Association in their statement presented
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to you in the hearings on July 31,1973, a copy of which is attached. We are happy
to join our colleagues in the American Library Association in this recommenda-
tion which will not only protect librarians from undue and unjust liability, but
also permit them to advance the public interest and to satisfy the national need
[or intellectual and scientific information.

STANLEY J. BOUGAS,
President, 'cderal Librarians Association.

STATEMIENT OF EVXAN H. FOREMANX, JUNE 15, 1973

I appreciate the opportunity of presenting testimony to this Subcommittee
on Senate Bill 1361, designated a General Revision of the Copyright Law of the
United States. Although I own several dozen copyrights on forms used in con-
nection with a small family business, I- oppose this bill on the grounds that it
drastically and unfairly extends the rights of copyright holders to the detri-
ment of the public.

As I understandtthis bill, the concept of publication, which under the present
copyright law marks the beginning of the term-of statutory copyright, would be
abolished. Thle term of copyright would commence with the date of creation of
the work and would last for a term measured by the life of the author plus
fifty years in the case'of individuals, and seventy-five to one hundred.years from
the date of creation for corporate copyright owners. (Sec. 302a S. 1361)

The Constitution, Article I, Section 8, Clause 8, provides that Congress shall
ha e the poller "to.promote the progress of science and the useful arts by se-
curing for limited tinles to authors and inventors the exclusive rights to their
respective w;;tings and discoveries" (Emphasis supplied). This clause, which
forms the Constitutionial basis for all copyright legislation, was intended by the
framers of the Constitution to benefit the. public by encouraging invention and
artistic expression through the grant of a limited monopoly.

Prior to the passage of the current act, the term of protection for published
works was fourteen years, with a renewal period of an additional fourteen.yeal-.
The current law douled this period so that now copyright owners may claim
two twenty-eight year periods of protection. As you know, Congress has, for some
years, extended this protection so that works which would have otherwise fallen
into the public domain remain copyrighted. Now, advocates for copyright in.
dustries, in seeking passage of S. 1316, argue that even fifty-six years is not
sufficient time in which to exploit their works. These arguments are not only
contradicted by the facts, but they are also offered in support of legislation which
would work a grave injustice on the public.

Movies, songs, books and other copyrighted works reap the greatest financial
benefits for their creators during the first year or so of their existence. After
that, the pecuniary returns fall off drastically. The same copyright industries
which seek to persuade Congress that a half century is too brief a period in which
to exploit songs, movies, books and other copyrighted works have, however, suc-
cessfully argued just the converse to the tax collector in securing for them-
selves the fastest possible depreciation write-off on their copyrighted properties.
They have successfully convinced the tax cc'lector that their work is more than
ninety percent exploited within the first three years of its life.' Their conten-
tion therefore, that a half century is not enough to enjoy the financial rewards
of their creation is contradicted by their own successful arguments to the Internal
Revenue Service.

No proponent of this bill can convincingly contend that the public would
benefit from further extension ol the .copyright holders' period of protection. To
be sure, authors, composers and other creative persons must be given sufficient
motivation to produce works which will enrich society's cultural pool. But it is
only this benefit to the public which justifies the limited monopoly of copyright.
The inclusion or extensiun of any rights in copyright which do not ultimately
benefit the public is contrary to Constitutional intent in that it unduly rewards
copyright owners at the public's expense. I therefore urge the Subcommittee to
retain the present term of copyright, with the same renewal period, and bring
to an end the temporary extensions which have heretofore been granted, and
allow these many works, which are long past due, to fall properly into the public
domain.

It is also suggested by copyright industry advocates, with equal vigor, that we
should do away with the concept of publication, and have the period of c. -yright

1 Daily Variety, 'May 10, 1972, Pages 1 & 14, Exhibit 1
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commence, not with the date of publication, but with the date of creation of the
work. It is argued that the concept of publication is outmoded and no linger
serves a useful purpose. A logical analysis of the function of publication demon-
onstrates that just 'the contrary is the case.

Presently a work must be published with proper notice to e§tablish copyright
protection. It is this publication which perfects the copyright-not the registra-
tion of one's claim of copyright with the Copyright Office, which must come after
publication. The present act nowhere-defines publication but Section twenty-six
refers to the date of publication as the 'earliest date when copies of -the first
authorized edition were placed on sale, sold or publicly distributed .. ." While
this is not necessarily a literal definition of publication, it amply conveys the
true nieaning of publication; i.e., a dedication to the public. But, the proposed
bill, S. 1361, by abolishing the requirement of publication, would mean that one
could secure the protection of a statutory copyright without ever making his
work public Or without ever placing tangible 'copies in the hands of the public.
Under such a system the copyright owner could reap the behefits of the copyright
law but deprive the public of the eventual free and unfettered use of the copy-
righted work. Where tangible copies of the work are sold to the public, as is the
case now with most books and magazines, there is no danger. But, all-too fre-
quently, as in the case of motion pictures, the works are not uisuially sold to the
public, but are merely shown temporarily and then recalled-permanently by the
owner. However profitable this may be, the actual and practical effect is to render
the term "for limited times" a nullity, because without publication (meaning the
sale of tangible copies to the public), at the end of the statutory period, the copy-
right would continue in perpetuity, since only 'the copyright owner would have
lawful possession of any of the tangible copies. The intent of such copyright
owners is amply demonstrated by a statment of Mr. E. Cardon Walker, President
of Walt Disney Productions, quoted in the newspaper supplement "Parade,"
March 18, 1973, page 4, "A large share of our product is timeless, which means
that we can re-release our pictures generation 'by generation." 2 This industry
practice does violence to the Constitutional mandate that copyrights shall be "for
limited times" by insuring that "Snow White and the Seven Dwarfs" will never
fall into the public domain and that our great-grandchildlen, and theirs as well,
will perpetually be paying Mr. Walker's stockholders to enjoy it.

Unless Congress enacts a law requiring publication and defines it as the dis-
tributiof of tangible copies of the work to the public, like books and magazines,
I submit that S. 1361 would be unconstitutional since the public would be denied
its remainder interest in the copyrighted works. Without the requirement that
tangible copies be distributed in order to perfect one's copyright, large copyright
owners will continue to band together, file repressive lawsuits against private,
individual citizens, claiming that their copyrighted products are never distributed
to the public and ask for seizure of the copyrighted item.' This would allow such
a group to maintain perpetual and absolute control of copyrighted items. This is
not what the Constitution intended and should not be sanctioned by Congress.

The above is not hypotheticatl. It is a reality under the present law, and the
proposed law goes even further in extending protection to copyright owners.
Under the present law the major motion picture companies, for example, have
exercised almost complete control over nearly all their films in the United States.
Through a small law firm on retainer to all the major U.S. film distributors, the
motion picture industry has repeatedly threatened numerous film collectors with
lawsuits in an attempt to discourage their collecting films. Through this same
firm the industry has initiated extraordinary lawsuits against numerous others
involving seizure without notice of the collectors' film prints and issuance of
Temporary Restraining Orders. The effect of these actions has been to deny many
citizens their property and because the defendants in such lawsuits are usually
selected to be middle income film collectors, they are unable to-compete with these
corporations on an equal financial footing.

No matter how economically profitable it may be from the viewpoint of large
corporate copyright holders, not to sell, but 'only "license for use" their copy-
righted products, the unalterable result of such a method is to render perpetual
control over the copyrighted item. This cannot be squared with the "for limited

a EilFblt 2.
tMenmorandum Statement by the Copyright Committee of the Motion Picture Associa-

tion of America, Inc. at page 1001, Hearings before Subcommittee No. 3 of the Committee
on the Judiciary, House of Representatives, First Session, 89th Congress, Copyright Law
Revision, Serial No. 8, Part 2,-Exhibit 8.
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times" language of the Constitution. The history of motion pictures under the
present law provides an example. While theoretically, under the present law, the
fruit of the tree drops into the public domain at the termination of the statutory
period to enrich the cultural pool of the public, this has not, in fact, happened.
The majority of motion pictures created in the United States have disappeared
altogether, many- prior to the expiration of even the first twenty-eight year term
of protection. The public has forever been deprived of this part of its cultural
heritage which its ticket purchases have financed and the Constitution has held
is its due. This harm is irreparable. Such-works cannot and do not fall into the
public domain because not a single tangible copy remains in existence.' Copyright
here.has become a chess game in which the public is permanently checkmated.

For the foregoing reasons I respectfully urge that no legislation be approved
by this Subcommittee or by Congress which lengthens the term of statutory copy-
right, or which fails to meke publication, defined as the sale of tangible copies to
the public, a specific 'requirement to perfecting copyright protection.

(Note: The Exilbits referred to by Mr;.Foreman are in the files of the Committee.)

AUGUST 7, 1973.
STATEMENT BY MORTON . GRBOBSMAN, VA WADSWORTH HOSPITAL CENTER, LOS

ANGELES, CAL.F.

I am Morton I. Grossman, MD, PhD, Senior Medical Investigator, Veterans
Administration Wadsworth Hospital Center, Los Angeles; Professor of Medicine
and Physiology, UCLA School of Medicine, Los Angeles; former president of
the American Gastroenterological Association; foirmer member of the editorial
boards of Ainerican Journal of Physiology, Gastroenterology, Handbook of
Physiology, UCLA Forum in Medical Sciences, and others; currently Chairman
of the Editorial Board of the official journal of the American Gastroenterological
Association, Gastroenterology.

I appreciate this opportunity to present my view of the copyright bill, S. i361,
and request that this statement be made part of the official recore.. I speak as a
private individual, not as a representative for any of the orga, izations listed
above.

Any new provision of the copyright law that impaired the ability of individual
scientists to obtain copies of in-.vidual articles published in scientific journals
would be a serious impediment to the flow of information that is essential for
scientific progress.

I oppose any plan that would require the payment of royalties for photocopy-
ing individual articles in scientific journals. Such royalties cannot be viewed in
the same light as royalties on literature for the writing of which the author
earns part or all of his living. Scientists are not paid a fee for publishing their
results in scientific journals. No fee should be charged for making individual
copies of such articles. Copyright privileges in the case of scientific journals
should be used only to safeguard against unethical use, not as a means of provid-
ing income to publishers or scientific societies.

The proposal by the American Library Association to substitute section 108
(d) (1) of the present Bill with this new wording:

"The library or archives shall 'be entitled, without further investigation, to
supply a copy of no more than one article or other contribution to a copyrighted
collection or periodical issue, or to supply a copy or phonorecord of a similarly
small part of any other copyrighted work."
would accomplish the purposes I have set forth.

ReSpectfully submitted.

SUPPLEMENTAL STATEMENT OF Bi.ELLA L. LINDEN, ON GENERAL REVISION OF THE
U.S. CoPYGItHT ACT, SUBMITTED ON BEHALF OF HARCOURT BBACE JOVANOVIOH,
INC., AND MACMIiLAN, INC.

The particular impetus for this Supplemental Statement is the inquiry made
by Senator Burdick into precisely how libraries can be expected to record and
transmit compensation for numerous individual photocopying uses, and his re-
quest.for a description of the administrative techniques and budgets which would
be involved. Accordingly, this submission will be directed towards the issue of

A Films In Review, April, 1978, at page 224, Exhibit 4.

20-344--7--38
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compensation for library photocopying. Insofar as compensation for the use of
copyrighted materials in information storage and retrieval bystelns is concerned,
mobt technologists seem to agree that there is no significant administrative or
financial burden in programming computer systems to identify and record the
various works stored, nlanipulated and retrieved. The current issues with respect
to use of copyrilhted materials in information storage and retrieval systems do
not appear to be those of the mechanism of compensation, but rather the points
at which the obligation of compensation should attach-i.e. at input, during
manipulation, or upon retrieval--and' whether a rate making authority, such as
that discussed in connection with CATV, should be created. eWe believe these are
issues bebt suited to consideration by the proposed National Commission on New
Technological Uses of Copyrighted Works.

With respect to library photocopying, it appeared to me that the hearings on
July 31st revealed a general agreement among the parties and the Members
of the Subconmmittee dihat library photocopying can be a Valuable research tool
which should not be prevented, but that copyright proprietors are entitled to a
fair comnpenlsation for'such use of their works. The library representatives, how-
ever, appear to take the position that although copyright proprietors are entitled
to such comtl,enllationl the presence of'iiil-lfigation to pay sucli compensation will
involve unbearable administrative burdens of identifying and recording uses.
Their objection, in sum, appears not to compensation per se, but rather to the
manner in which it could be provided.

Among the nlechanisms of compensation.for library phllotocopying lwhiclAiuve
been disculs-ed are blanket'licen.se.;, subscrilption fee incrmentls, cieariilg houses,
per-use charges to requesting users. and others. Several, -but not all, of th,.se
devices wvoiuld admittedly involve "clocking" of individuial uses. Ifowever the
Photocopying devices used by libraries today generally do record the number
of pages copies and in many cases hardarre mallufacturers receive pan.xmient
from libraries based upon such clocked uses. There is little doubt that any
photocolpying equipmelnet can be adapted to use with similar clocking devices
at nominal costs. Obviously. compensation schenies which will depend upon the
number of pages copied by individual users will involve questinils of identifying
and segregating public domain and copyrighted materials. Similarly (and re-
gardlesvs of the particular compensation scheme envisaged) not all objects of
photocopying must or should be treated in the sa:le manner. Thuls the copying
of technical journals, of single encyclopedia entries. of text books, or of novels,
poetry or music involve varying considerationis and hence potentially varying
forms and amounts of compensation. IIowvever these arc problems which. again.
the copyright proprietors themselves will have to resolve-and they will quite
clearly be forced to resolve them in a manner which will assure a workable
recordation and transmission of the comnlensation which they have stated they
require in order to survive.

To attempt to calculate specific budgets for the implementation of various
compensation systems at this time is a rather fruitless task. Any realistic esti-
mate of the amounts which would be involved will depend not only upon the
particular system--such as blanket licensing or per-use charges--but would
relquire clearly dtefined samplings of the current practices of libraries, their
photocolpying procedures, and the nature of the copied works.

In all of American commerce the establishment of devices for payment of obli-
galtions has always been a problem of the entity to whom the obligation is owed,
provided however that the law recognizes the product or service as private prop-
erty and precludes p)reemption without the authorization of the owner. So too in
connection with library photocopying the creation of workable devices for com-
pensation is a prollem AN hich will have to be faced by those copyright proprietors
who idesire compen.-sation. If their proposals and devices prove unworkable, the
pressures of the marketplace will provide approl riate adjustments.

It is submitted that there is no justification for vitiating the authors and
publishers rights by including the librarians' proposed Sec. 108 in thle Revision
Bill. It is respectful!- rged that Sec. 108 of the Act as passed by the House
plus leaving the unr'- ed issues to the National Commission proposed under
Title II of the Bill would be an appropriate alternative in the event this Sub-
committee considers that the approlpriate adjustment betueen users and pro-
prietors cannot be left to the marketplace.
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DETROIT PUBLIC LIBRARY,
Detroit, Mich., August 6, 1973.

liHon. I'HILIP A. HART,
U.S. Senate,
Senate Office Building,
Washington, D.C.

DEAR SENATOR HART: I am wriing to you in your capacity as alnember of the
Subcommittee on Patents, Trademarks and Copyright.s-Senate Committee on the
Judiciary, and asking if this letter can be placed in the record on Senate Bill 1361
(the copyright revision bill), Section 108(d), Photocopying for Libraries.

At a hearing held July 31, 1973, Senator MIcClellan proposed that the record be
held open until the 10th of August so that additional testimony eeculd be given
concerning the amendment proposed by the American Library Association. I am
writing in support of that amendment, that libraries need more protection under
th provisions than "fair use." The bill should specifically state that libraries are
free to make single copies to aid in teaching, research, and particularly in inter-
library loan. This act should be permissible-and not subject to possible suit on be-
half of the public good.

Thank you for your help in making this endorsement part of the record. The
Detroit Public Library and its Commission feel strongly that this protection is
essential in order to continue quality library service.

Sincerely yours,
MILDRED M. JEFnEr.,

Member, Detroit Library 'Coniussion.

INFORMATIhON INDUSTRY ASSOCIsATlION,
Bet7tesda, Md., Autglst' 10, 1973,

Senator .JorsN L. MICCLELL.AN,
U.S. Senate,
Newo Senate Office Building,
Washington, D.C.

DEAn SENATOR MCCLELLAN: We are pleased ot submit this letter as a supple-
mental statement on the Copyright Revision Bill, S. 1361.

We respectfully urge that the library and education exeinption proposals be
referred to the National Commission on New Technological Uses v£ Copyrighted
Works to be established by Title II of the Bill. These exemptions raise serious and
far-reaching queestions bearing directly on the ability of the copyright laws to ful-
fill its original constitutionally mandated purposes in informaton ttchlllology
areas.

The proponents failed to provide any supporting economic data as to the inlIpact
of the proposed exemptions on suppliers of information and publications. The
proponents failed completely to establish a sound case for their proposals.

The information industry is the only industry with any significant experience
in the day-to-day business of creating and supplying information services
of the kind libraries and schools would be in position to perform free of copyright
if the exemptions were to be adopted. Great private resources are being applied
to obtaining permission to use copyrighted materials, to account for their use
and to 'ulfill user needs in creative and meaningful ways. It is the burden of the
proponents of the exemptions to demonstrate by economic data that these ef-
forts would not be damaged by their proposals.

They have failed to do so.
We believe this failure is a logical extension of two factors:
(1) The information industry is new and has grown up in the years since the

Senate, in 1967, first pa.seed legislation to create the National Comilibsionl. The
Information Industry Association camne into existence in 1969.

(2) The Library exemption proposal has been resurrected from a much earlier
phase of the copyright ie~ ision effort and it is patently clear nlo effort has been
miiade to accoLlmldate its language to the fact of the new information technology
applications and capabilities c.l-rensented by inforination' industry activities.

We believe this industry offers the most stimulatingl creative and economically
proluctive means for larnle.Msnill the nlew technologies to the dissemination of
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information and for the fulfillment of the purposes of the copyright law. There
is no question that the effect of the proposed exemptions, together or separately,
would be to destroy the economic foundations of this industry.

We recognize that that is not the intent of the exemption proposal. But that
nonetheiless would be the result.

The development of the full potential of information technologies to store,
search, find and deliver the precise information you want, when you want it,
where you want it and in the form you want it is a costly and complex effort. Tile
effort has only been started.

Private risk capital is being devoted to developing and refining information
services designed to-deliver just the single copy desired. Granting exemptions to
provide alternative sources for similar services free of copyright would not only
construct and eliminate opportunities for the industry, but it would also deny
the people of the United States the benefit of the innovations in products, services
and systems currently being funded by private risk capital.

It should be noted that no evidence was submitted as to the financial or cther
capabilities of publicly funded schools and libraries to perform these costly and
sophisticated activities in place of the efforts cuirently being made with private
risk capital.

In this phase of technological development affecting the information service
structure of the nation, the single copy and free-input exemption proposals far
transcend the claim that they merely codify "Fair Use" in library and educational
settings.

Section 107 of the bill restates the fair use doctrine and provides guidance for
individual users in schools and libraries. It is far better that there be some un-
certainty about occasional individual uses that come close to the line in exceed-
ing the known boundaries of fair use, than that the creative and economic re-
sources devoted to developing economically sound information services for all
aspects of our society be undercut and eliminated. No broadening of the fair
use concept should be undertaken until the role of industry in this process is
understood and taken into account.

The appropriate mechanism for resolving the new technology questions raised
by the exemption proposals is to refer both to the National Commission. They
clearly fall within the jurisdiction and purposes of that Commission. The ex-
perience and existence of the information industry underscore the wisdom of
establishing the Commission and the need to develop furJther information and
economic data prior to legislation on these proposals. If necessary, the mandate
to the Comminsslon might be so defined as to 'ensure that these matters receive
priority consideration.

Without supporting economic data on which to evaluate their effect and on
which to base a sound decision as to'their effect on the operations of the copy-
right law of the United States, there is no basis for the enactment of these far-
reaching 'piroposals.

Thank you for this~opportunity to share our perspectives with you.
Sincerely,

PAUL G. ZUIKOWSK},
President.

THE JOURNAL OF INVESTIGATiVE DERMATOL.Oa,
Boston, Ma8s., Jtly 19, 1973.

Hon. JoHn McCLELLAW,
Senate Ofice Building,
Washington, D.C.

DEAR SENATOR M6CLELuAN: It has come to my attention that the Copyright
Revision Bill will in the near future be considered -by your Subcommittee on
Patents, Trademarks and Copyrights. As the editor of a limited subscription, high-
ly specialized medical journal I would like to express some thoughts concerning
this bill.

Evidence has been develmoed, particularly by the Williams and Wilkins Com-
pany, that the increasing use of photocopying has led to a definite decrease in
subscriptions to journals such as ours. I have examined this evidence and believe
it to be valid. My basic feeling is that the cost of production of materials such
as that which we publish should be spread as broadly as possible among the users
of the material. For that reason, I feel it imperative that the new copyright bill be
written in such a way that some royalty for use of the material can be returned
to those who take primary responsibility for publicatioL-of the material If this
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is not done, it is my belief that in the relatively near future we will see either
the demise of journals such as ours or the need for very substantial governmental
intervention so that type of medical information will not disappear. The simplest
way seems to be to write the new copyright bill in such a way that the cost of
production can be equitably spread.

It is my hope that you will bring these views before the members of your sub-
committee. I will be very happy to give you any further help in this matter.

Sincerely,
IBWIN M. FBEEDBERO, M.D.

U.S. SENATE,
OFFICE OF THE MAJORITY 'LEADER,

Washington, D.C., July 24, 1973.
Hon. JOHN L. MCCLELLAN,
Chairman, Subcommittee on Patents, Tradetnarks, and Copyright, U.S. Senate.

DEAR NIR. CHAImMAN: Enclosed is a detailed letter and attachments I have
received from Earl Morgenroth of the Rocky Mountain Broadcasters Association,
Missoula, Montana, discussing the copyright bill now pending before your sub-
committee.

iMr. Morgenroth is presenting the views of the small market broadcasters and
I would appreciate any consideration that can be given to the contents of the
enclosed correspondence.

Thanking you, and with best personal wishes, I am
Sincerely yours,

Enclosures. t

MIKE MANSFIELD.

ROCKY MOUNTAIIq BROADCASTERSB ASs0CIATION,
Mi88oula, Mont, July 9, 1973.

Hon. MIKE MANSFIELD,
U.S. Senate,
Washington, D.C.

DEAR SENATOR MANSFIELD: On. -s last trip to Washington, D. C., I discussed
with you the Copyright Bill currently in the McClellan Committee, ernd the
CAT¥ Broadcaster Compromise (Consumer Agreement). Attached please And
the CATV Broadcast Compromise which was drafted two years ago but never
implemented. It is a good agreement in part, but provides virtually no protection
for the small market broadcaster.

Any CATV copyright legislation adopted by Congress should include the fol-
lowing modifications of the "Compromise" in order to protect small market broad-
casters:

i. Local Signal definition should remain the same as the current FCC
Definition.

2. Television stations not in the top 100 markets must be extended the same
syndicated programmning protection as the compromise agreement gives to the
second 50 television markets.

3. On leapfrogging, the language of B of the compromise agreement is okay,
but the tlnguage of A should be changed to provide that on network signal im-
portition, the closest such signal must be carried in all markets.

4. On Copyright Legislation, in B of the Compromise Agreement. the less than
3,500 subscriber exemption for existing independently owned CATV systems
should be changed to a less than 500 subscriber exemption for such systems.

5. The Grandfathering provisions of the Compromise Agreement should be
entirely deleted, with no Grandfathering exemption on Copyright liability pro-
vided to cable systems.

6. The Radio Carriage provision of the Compromise Agreement should be
deleted, and replaced with a total ban on CATV carriage of AM or FM station
signals.

;Under tie heading "Radio Carriage." all aural signals including Muzak type
signals and other taped music (without visual material) should !be banned from
CATV. CATV should he restricted to visual transmission.

There is neither need nor justification foi CATV aural-only transmission. In
fact, under the "One-to-a-iMarket" rule of the FCC, an owner of a radio station
in one market is prevented from owning a television station in the same market
and vice versa. In addition, most small markets are adequately served by aural
signals (AM and FMI). If CATV Systems are allowed aural origination, it would
severely limit the expansion of radio services in small market communities and.
in some cases, jeopardize existing service.
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Our position is that CATV Systems should not be allowed to carry All or FM3
broadcasts or other aural only signals. CAT¥ was originally conceived to expand
televisionservice and it should be limited to-transmission of television.

In regards to leapfrogging (bringing in distant signals by microwave) it should
be limited to current FCC rules which state that a CATV system may carry the
three network signals plus one independent and one educational station in small
markets as well as live originations. Leapfrogging should be limited to tile closest
network affiliates and independent stations.

In addition to the Compromise, I am submitting several -pages of background
material which does not neces.sarily represent the .b-mall market position, but will
provide additional information concerning the Compromise (Consensus Agree-
ment).

WVe need your help in getting a new Copyright Bill throughi Congress including
Copyright legislation for cable systems that protects the slmall market free broad-
casters of Montana and the Rocky Mountain West.

Sincerely,
EARL E. IMORGENROTIr,

'Presidclt.

NATIONAL ASSOCrATION OF BROADCASTERS,
l7Vashington, D.C., June 6, 1973.

MIE.MORANDUMr
To: Board of Directors.
Fromn: Jolhn I. Summers.
Subject: CATV and Pay-TV.

I. COPYRIGIJT
A. CBS v. Teleprompter

The U.S. Court of Appeals for the Second Circuit rilead on March 6, 197.3 that
"when a CATV system imports distant signals it is no longer within the anibit
of the Fortnighttly doctrine, and there is then no reason to treat it differently
from any other person who, without license, display.s a copyrightc.d work to an
audience who would not otherwise receive it." The effect of this decision is to
render CATV systems fully liable under copyright law for the performance of
programs carried via distant signals. It also placed the Supreme Court's 19G8
Fortnightly decision in proper perspective, i.e., that the copyright exemption
afforded cable systems by that case only applied to acceptable signals received
off the air by a CATV antenna "adjacent to the CAT' community." The Court of
Appeals decision overruled an earlier District Court ruling whl:ich would have
exempted all CA.4TV carriage of TV signals from copyright liability.

Teleprompter, on June 5, 1973, asked the Supreme Court to review the Appeals
Court's decision. Presumably, if the Supreme Court denies review or upholds the
Appeals Court decision, the case will be remanded to the District Court for a
determination of damages.

The CBS v. Tcleplropiptcr case has given broadca.sters and cop. right owvners the
upper hand in dealing wvitlh cable onl copyright and this factor hllould- weigh
heavily in the legislative arena.
B. FCC role in CUATV copyright question

The CATV rules adopted by the FCC in February 1972 presuppose the enact-
ment of copyright legislation xxhich would call for the payment of fees by
CATV' systems for the use of copyrighted television programs. (See Government
Relations Department memo for a discussion of the status of copyright legibla-
tion.-) If copyright legislation is not forthcoming in the immediate future, the
Commission's CATV rules would no longer be defensible as a balancing of the
equities between cable and broadcast interest. In this regard, Chairman Burcll
stated in Senate testimony early this year that if copyright legislation is not
forthcoming, the CATV rules will have to be revisited.

II. PAY-CABLECASTING-DOCKET NO. 19554

As part of the reconsideration of its cable actions in Docket No. 1S397, the
Commission, on July 24, 1972, instituted a new rule making proceeding to review
Lthe existing anti-siphoning rules applicable to ci.blecasting for which per program
or per channel charges are made. The existing rules are essentially the same as
those applicable to over-the.air pay-TV (STV).
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In comments filed on November 1, 1972, NAB emphasized -the proliferation of
pay-TV via cablecasting and closed circuit arrangements. We urged the FCC
to insure that pay cable serves as an outlet for new and diverse programming
and does not-become a vehicle for siphoning-offprogramming now seen on free
TV. Vigorousopposition to the existing pay-cable rules was raised, particularly
by NCT'A, the Justice Department and the program suppliers. In reply comments,
NAB supported the FCC's jurisdiction to adopt anti-siphoning rules and coun-
tered the First Amendment arguments and other alleged obstacles to the imposi-
tion of pay-cable restrictions which had been advanced by the opposition.

An FCC decision-in this docket could be close at hand.

III. TRANSM6ISSION OF PROGRAMB MATERIAL TO HOTELS AND SIMfILAR LOCATIONS-
DOCKET NO. 19671

On January 24. 1973, the Commission initiated a broad inquiry and rulemakling
proceeding concerning the competitive relatunshiI, s bet% een various methods of
transmitting program material to hotels and existing broadcast and cable services.
Additionally, the Commission noted its concern about similar transmissions to
non-transient locations, such as homes and apartments. Essentially the proceed-
ing covers all new' forms of pay-TV, other than cable and STV.

NAB filed Comments on MIay 21, 1973. We pointed out that hotel pay lelevision
already is in operation nationwide and that wNidespread honle service x ould soon
follow therebyj.jqsing a direct and immediate siphoning threat to free blroadcast
television. We urged the Comilisa;on to adopt antisiplhoning rules appllicable to
all methods of closed-circuit tranJsmih.sion (e.g., common carrier, II)DS. 1Busir.c ,
Radio Service) which provide iiay TV to homes and other non-transient dwelling
places, thus preserving free television as a vital and viable public service.

Reply comments are due July 23, 1973.

IV. PROPOSED SI'ORTS BLACKOUT RULE-DOCKET NO. 19417

Together with its February 2, 1972 cable actions, the FCC issued a Notice of
Proposed Rule MIaking to deal f ith the sports blackout question. The proposal
would generally prohibit systems within the Grade B1 contour of a T ' station
located within the home city of a professional baseball, ba.sketball, football or
hockey team fromn carr3ing a TV broadcast of the same sport whenl the local teamll
is pla.ing at home. In comments filed on Mlarch 16, 1972. NAB s-upported this
proposal and urged that it be extended to cover intercollegiate anid .Scholastic
events as well as professional contests. We also asked the FCC to address itself
to the even more important question of the effect of unrestricted CATV importa-
tion of sports-contests upon the ability of local stations to obtain revenues ,ab-
stantial enough to ,,upport the broadcasts of the home or al ay gamles of a local
team engaged in the same sport. These points were strcssed further in oral argu-
ment heldl last August.

While no decison has been issued in this docket, the FCC removed a measure
of the prevailing inequity by ruling last December that a CATV system in the
West Palm Beach, Florida market could not "import a distant network television
station not normally carried on the system, which is broadcasting a professional
sports programl that is being blacked out, pursuant to a league-network. contract,
on network stations normally carried on the cable system."

V. I'ROPOSEI) CABLE/RADIO RULES-DOCKET NO. 19418

Concurrently with the issuance of its new cable rules in February 1972. the
FCC issued a Notice of Proposed Rule .Making looking toward adoption of rules
governing CATV carriage of radio signals. The Commission cited the following
CATV/radio provision of the consensus agreement as a focus for comments:

"When a CATV system carries a signal from an AM or FM. radio station
licensed to a conmmunity ibyond a 35 mile radius of the system. it mu.t, onil re-
quest carry the signals of all local AM or FMI stations respectively."

Additionally, they suggested a rule providing that whenever a local signal is
carried, all signals of the same type must be carried. All comments and reply
comments have been on file since early last summer and this matter should be
ripe for decision.

Pending final action in this proceeding the FCC will not authorize new CATV
service which would bring distant radio signals (1) into comunitles of less than
50,000 having licensed radio stations or (2) into any community unless all local
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stations of the same type (AM or FM) are also carried. For purposes of this
interim procedure, a distant signal is one licensed-to a communltyi more than 75
miles from the cable community.

FIsBER, WAYLND, SOUTrIMAYD AND COOPER,
Wa8sington, D.O., June 19, 1973.

Mr. EARL E. MORGOENRTH,
President, Rocky, Mountain Broadcasters Association,
c/o Station KOVO-ITV
Miasoula, Mont.

Dr.a EARL: This will acknowledge receipt of your letter of June 8 requesting
that I compile an RMBA position statement on FM translators, complete the
RMBA comments on ascertainment of community needs In Docket 19715, request
reconsideration in the license renewal proceeding In Docket 19153, and push the
Commission to adopt a decision in the CATV radio signal rule making in Docket
19418.

.I have obtained from the Commission the text of its attached proposed bill,
to amend Section 318 of the Communications Act with regard to translators, and
the Commission statement to Congress in justification of this proposed bill. Also,
I have obtained the attached text of H.R. 5369 introduced in the House of Rep-
resentatives on March 7, 1973 by Harley Staggers, the Chairman of its Commit-
tee on Interstate and' Foreign Commerce, and the attached text of S. 1229 intro-
duced in the Senate on March 14, 1973 by Warren Magnuson, the Chairman of its
Committee on Commerce. I will complete and forward to you my draft of a
position statement for RMBA within the next few days.

As I advised in our conference phone conversation, the date for the submission
of comments in Docket 19715 on ascertainment of community needs has been
extended to August 1. I will complete and forward to you well in advance of that
date the RUJBA comments in this Docket.

Although the Commission on May 4 announced adoption of its new license
renewal requirements in Docket 19153, it stated that the document would not be
published in the Federal Register until the Annual Programming Report and
Section IV-B of Form 303 are cleared by the Office of Management and Budget;
that the Rules will be effective 30' days after Federal Register publication; and
that the time for filing Petitions for Reconsideration will also run from the date
of such Federal Register publication. As yet, this publication has not occurred
because the White House Office of Management and Budget has not yet cleared
the new forms. It may be some time yet before the forms are cleared because
there is current discussion about some revision in the forms. As a result, we will
have ample time to complete and file the RMIBA request for reconsideration of
the new announcement requirements as set forth in the May 1 Interim Report and
Order in Docket 19153.

Recently I discussed with Al Cordon, the Assistant Chief of the Cable Tele-
vision Bureau, the status of the ratio signal importation rule making in Docket
19418. He advised that the matter is presently on dead center, and that it has
a low priority among the numerous issues on cable television which await Com-
mission decision. He said, for instance, that sucl issues as CATV multiple
ownership and pay CATV hiave higher priority insofar as both his staff and
the Commission are concerned. I have concluded from this and from other re-
cent contacts at the Commission that if our push for action in Docket 19418 is
to succeed, it will have to be directed to the Commission via your influential
friends on Capitol Hill rather than by a direct RMBA approach to the Commis-
sion. The present low priority of Docket 19418 will not likely be changed with-
out a lot of urging from the Hill. This I think could be most effectively initiated
by the RMBA membership out there rather than by me here.

With kindest personal regards and best wishes, I remain
Sincerely yours,

JolhN P. SOUTIMAYD.

[H.R. 5.O69, 93d Cong., first sess.]

A BILL To amend section 318 of the Communications Act of 1934, as amended, to enable
the Federal Communications Commission to authorize translator broadcast stations to
radio translator stations to operate unattended in the same manner as is now per-
originate limited amounts of local programing. and to authorize frequency modulation
radio translator stations to operate unattended In the same manner as is now permitted
for television broadcast translator stations.

Be it enacted by the Senate and fouee of Representatives of the United States
of America in Congres.s assembled, That clause (3) of the first proviso of section
318 of the Communications Act of 1934 (47 U.S.C. 318) is amended-



(1) by striking out "solelyi' and inserting in lieu thereof "primarily", and
(2) by striking out "television".

[S. 1229, 93d Cong., first sess.]

A BILL To amend section 318 of the Communications Act of 1934, as amended, to enable
the Federal Communications Commission to authorize translator broadcast stations
to originate limited amounts of local programing, and to authorize frequency modulation
radio translator stations to operate unattended in the same manner as is no permitted for
television broadcast translator stations

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That clause (3) of the first proviso of
section 318 of the Communications Act of 1934 (47 U.S.C. 318) is amended-

(1) by striking out "solely" and inserting in lieu thereof "primarily", and
(2) by striking out "television".

PROPOSED BY THE FCC FOR THE 93RD CONGRESS

A BILL To amend section 318 of the Communications Act of 1934, as amended, to enable
the Federal Communications Commission to authorize translator broadcast stations to
originate limited amounts of local programming, and to authorize FM radio translator
stations to operate unattended in the same manner as is nov, permitted for television
broadcast translator stations

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That clause (3) of the first proviso of sec-
tion 318 of the Communications Act of 1934 (47 U.S.C. 318) is amended-

(1) by striking out "solely" and inserting in lieu thereof "primarily",
and

(2) by striking out "television".

EXPLANATION OF PROPOSED AMENDMENT TO SECTIONS31S OF THE COMMIJUNICATIONS
ACT OF 1934, AS AMIENDED, To ENABLE THE CoMlIssIoN To AUTIIHORIZE TRANS-
LATOR BROADCAST STATIONS TO ORIGINATE LIMITED AMOUNTS OF LOCAL PRO-
GRAMrMI.NG, AND To AUTHORIZE FM RADIO TRANSLATOR STATIONS To OPERATE
UNATTENDED IN THE SAMIE MANNER AS IS NOW PERMITTED FOR TELEVISION BROAD-
CAST TRANSLATOR STATIONs

Translator stations are low-power broadcasting stations which receive the in-
coming signals of a television or FMI radio station, amplify the incoming signals,
convert-or "translate"-them to a different output frequency and retransmit the
signals to the community oi area which it is desired to serve. Translators are
needed in certain areas of the country where because of terrain or extreme dis-
tances, it is not possible to receive directly the signals of the originating televi-
sion or FMI radio station. They, were conceived as simple, inexpensive devices
which could be made available to small communities where the demand for tele-
vision or FMI radio service was great and financial resources were meager. In such
areas, translators frequently provide local residents with their only source of tele-
vision or FaI radio reception.

Section 318 of the Communications Act of 1934, as amended, 47 U.S.C. § 318,
(clause (3) of the first proviso), limits translators to rebroadcasting the signals
of their primary stations without any significant alteration of the characteris-
tics of the incoming signals. Although the Commission has interpreted Section 318
to allow UHF television translators to broadcast twenty seconds of commercial
advertising per hour, the origination is restricted to slide announcements, and
no program origination is permitted. Consyquently, translator stations are not
self-supporting and must depend on public generosity for their support. In addi-
tion, Section 318'.s prohibition of program origination in many instances deprives
those people dependent on translator stations for their television or F.a radio
reception of news of local political interest or events which vitally affect them.
We believe the proposal's substitution of the word "primarily" for "soley"
Commisison to authorize limited amounts of local origination in keeping h the
public interest.

We recognize the proposal does not set any specific limitations as to the mt
of local origination to be permitted. We believe, however, that such a limitation
could be best determined in a rulemaking proceeding conducted by the Commis-
sion to implement this legislation during which the comments received from
all interested parties could be analyzed and evaluated. In deciding upon such a
limitation the Commission would. of course, be bound by the requirement of Sec-
tion 318 that origination be limited to the extent necessary to insure that trans.
lator stations retain their primary characteristics as rebroadcast stations.
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It .hould be noted that cable television interests have expressed their concern
to the Commission with respect to what effect our proposal might have on the
relationship of translators and cable systems. Cable operators expressed particu-
lar concern %'ith regard to plossible interference between VHF television trans-
lator stations (those operating on output channels 2 through 13) and cable tele-
vision systemls hen broadcast channels are authorized for translator use. 'We
cannot perceive that this proposal Anould have any effect vwhatsoever on the mat-
ter of electrical interferenLc as it wouldt merely enable the Commission to promul-
gate rules to authorize program origination by translators. This would have no
effect on the frequencies on which translators operate. In any event, if the pro-
losal is enacted into law, the cable operators would have ample opportunity to
present their views at the rule-lmaking proceeding the Commission would insti.
tute before adopting any rules to effectuate the statute.

We also prolpose striking the word "television" from Section 318. As previ-
ously noted, tranblators were conceived as simple, inexpenlsive devices designed
to plrovide broadcast signals to tile residents of sparsely populated, rural, re-
illote, or mnountainous areas. To mnake such stations economically feasible, Con-
gress enacted Section 31b in 1960 to enable the Commission to pernmit television
translator :tations to operate wvithout a licensed operator. At that time, there
were only television translator stationls. However, technological adxances through
the pa:st dtcade have nmade FM transl!ator stations possible and, in 1970, the
CoinmiSison authorized such stations. Nowv, in order to make the FM translator
.station.s economically feasible, it is Ilecess.ary to alAlend Section 31S, as proposed,
to authorize the FM tranllators to operate unattended in the same manner as is
now permitted for television translator stations.

In surm, the Commission believes the public interest would be served by
adoption of the proposed amendmlent.

Adopted: December 20. 1972, Commissioner Johnson concurring in the result.

FEE ASPECTS OF TIIE COPYnI(;IIT-CATV QUESTION--TIE XEEI) FOIl AN
INDEIENDEXT A MI:BITlTION TRIBUNAL

1. Payment of adequate copyrigllht fees is essential in tile public interest to
safeguard the contillued produltion of television programlls and to encourage
the creation of more numerous and of highll quality progranls.

2. FoIr mnlore than 12 years CATV (cable) systems had been involved in a
cuntro'ver-y N ith programl prolucer.s as to ;llether they are liable to copyright
under tlle archaic 19C!) Cop. right Act wvhen they retranlsmit broadcasts of copy-
rigllted telcviion programlls alid a.s to whiletiler lle\ copyright legib:atioln shoald
provide for such liability.

3. Thi3s con'rolcrsy has bcutc scttlc( in a "Col.Cn-sils tAgrccltmclt" by reprc-
scntattivcx of catble systeIL owncrs, tClevtision. .tatiOtns and progtram producers.
The parties to this Conbcnsus Agreeilllent have lledged thllemselves to supplort
full implemllnt.ltioli of ils provisions by the Congress and the Federal Conlmu-
nications Comlnission (FCeC).

4. The FCC declaring thlat the terms of the Consensus Agreement were "with-
in rean.,nabkl lilfits" and %f plublic I,tnefit" promptly implemented it l,y issuing
new cable rules effective 5March 31. 1972. These rules permit large-scale importa-
tions by cablle, of programs from distant stations into tlle mlarkets of local
television stations.

5. On March 26, 1973, the Second Circuit il, Neew Yvrk over-larned a decision
by tile l)i.trict Court in CBS vs. Teleprompter. anl declared am )ng other things
thalt cable systemls importing distant isignalq, were liable for copyright fcces.

6. Tile Copyrighlt Law Revision Bill, S. 1361, provides a compulsory license
to CATV for the use by it of copyrigllted programs upon payment of a com-
pulsory license fee which would yield only a small fraction of what the program
producers need to continue their production. This rate schedule was inserted
into the bill wcithout any prior hearings on this point and without the aid of any
supporting economic data.

7. Both prior and subsequent to the Consensus Agreement representatives of
copyright ovxners and of tile cable industry have endea-ored to agree on a rate
schedule for joint recommendation to the Congress.

8. The Consensus Agreement expressly provides that "(u)nless a schedule of
fees covering the compulsory licenses or some other payment mechanism can be
agreed upon between the copyright owners and tihe CATV owners in'tlme for
inclusion in the new copyright statute, thc lcgislation would 8simply provide for
conpulsory arbitration failing private agrccment on copyright fccs."
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9. The representatives of the copyright owners and the cable industry have
had many meetings in which both sides labored long and hard, but in spite of
these repeated efforts, no schedule of fees has been agreed upon for joint recom-
mendation to the Congress.

10. The reason for the failure of the parties to agree on a fee schedule is the
complexity of deternining the value to a cable system of the various types of
programs used by CATV and of the losses which the owners of these programs
will suffer from the expected diversion of their income from TV to CATV. ,More-
over, the assessment of these losses and values with respect to the owners of
each type of program and each type of cable system requires complex economic
data-gathering involving many thousands of variables.

11. As of December 1972, the cable industry rejected out of hand a proposal
from the copyright owners to support in the legislation-as agreed upon in the
Consensus Agreement-an Arbitration Panel to fix fees. In short, the cable in-
dustry refused to do what it agreed to do.

TIHE -[ECHANICS OF ARBITRATION

Chapter S of the Copyright Law Revision Bill establishes a Copyright Royalty
Tribunal. This Tribunal could serve as the mechanism for the arbitration pro-
vided for in the Consensus Agreement. Such a Trib:mnal would be an objective
body and not beholden to either the cable industry or the copyright owners. It
would be able to deal equitably and without bias, onl the fixing of fees.

An Independent Tribunal such as that to be organized puirsuant to S. 801 of
the Copyright Revision Bill (S. 1361) would seem to fit the definition of fair
better than an arbitrary fixing of fees by legislation. Congress usually has be-
lieved that it has neither the time nor the expertise to deal with complex rate-
setting procedures.

An Independent Tribunal is favoring to neitler side. Indeed, it is possible the
Tribunal may well. after its deliberations, determine that the cable operators
ought to pay less fees than what the cop. :iglt owners so passionately feel is
reasonable. But that is the principal and perhaps winning reason for tile Tri-
bunal-it is eminently fair, neither side has an advantage. The Tribunal will
hand down its decision after full. complete and possibly mountainous piles of
evidence will have been submitted. In that event, neither side can claim it was
short-changed. The fairness of the Tribunal is its most valunlle asset.

This is the compromise proposal that the film industry representatives made to
the cable television representatives. Tllhey rejected it.

The new copyright bill shall contain the following provisions:
1. The Tribunal for compulsory arbitration shall be constituted and begin

workl: no later than 2 months after enactment of the bill.
2. The Tribunal shall be mandated to make its award on the fee schedule

within 32 months after enactment of the bill.
3. If the Tribunal should fail to make its award until sometime later than

12 nlonths after enactmnent, the fees ultimately dectermined shall be payable
from the cut-off date of 32 months after enactment.

4. The charge to the Tribunal shall be to determine "just and reasonable
fees"--with no limitations on wh.tt factors they decide to include in their
determination.

5. There shall be no legislative review of any award made at any time by
the Tribunal. Judicial reviews shall be limited to those customarily allowed
in arbitration awards-fraud, bribery, malfeasance--but not on the merits of
the award itself.

6. If the Senate has not passed slch a copyright bill by January 1. 1974. both
CCO' and NCTA 2 agree to support separate copyright legislation embodying these
provisions for cable television.

COPYTrIGIT RnEIStoX AND CArBLE TELErISION

BACKGROUND

On March 26, 1973. Senator McClellan introduced a bill for-the general revision
of the 19on Copyright A\t. S. 1361 is identical. but for certain changes in dates. tio
a bill reported out of the Senate Subcommittee on Patents. Trademarks. and
Copyrights in December, 1969, but which never was reported out by the full

I Committee of Copyright Owners.
2 National Cable Television Association.
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Committee on the Judiciary. General revision of the copyright law has been
pending in the Congress for over six years.

Senator McClellan and others have attributed the delay in passage of a gen-
eral revision of the copyright law to the controversy over how cable television
should be treated under that law. In introducing S. 1361, Senator McClellan
indicated that its cable television provisions would in any case have to be re-
vD,ed in light of the events since December, 1969, including, in particular, the
adoption of-new cable~television-rules.by--thez Federal- Communications Commis-
sion in February, J972.

Attached in draft form are proposed changes in Section 111 (the cable tele-
vision provision) and related Sections of S. 1361. These changes are the most
appropriate way of taking care of the cable television issue, thereby clearing
the way for the long-delayed general revision of the copyright law.

' EXISTING LAW

Under the existing law, CATV systems-that simply retransmit readily avail-
able signals from fairly nearby broadcast stations are not liable for copyright.
Fortnightly, Corp. v. United States, 392 U.S. 390 (1968). Recently it was held
that when CATV systems retransmit "distant" stations, the signals of which are
not readily available off the air to the cable system, they are subject to normal
eopyrighled works broadcast by the distant stations. Columbia Broadcastiing
System, Inc. v. TeleProntpTer Corp., - F. 2d - (2d Cir., Docket No. 72-
1800, tMarch S. 1973). Under this decision. many existing cable systems would
have to barga;n and pay for the right to retransmit many of the programs bro2td-
cast by some of the stations whbose signals the cable systems have been retran::-
mitting in the past.

PROPOSED CHANGES IN S. 1361

The significant features of the atlached changes to S. 1361 are as follows:
1. The Consensus Agreement icould and ought to be implemented. In Novem-

ber, 1971, the leading associations representing the cable TV. broadcasting, and
the major program producers (copyright owners) agreed to accept a compromise
proposal for cable television regulatory and copyright treat, lent which has come
to be known as the "Consensus Agreement" or more simply, tae "Consensus." This
Consensus was found to be in the public interest both by the FCC and by Senator
McClellan. It calls for changes in the FCC regulatory policies, which were duly
made and implemented over a year ago, and for copyright legislation consistent
with that regulatory policy.

In adopting its new rules, the FCC said:
"We believe that adoption of the consensus agreement will markedly serve the

public interest:
"(i) First the agreement will facilitate -the passage of copyright legislation.

it is essential that cable be brought within the television programming distribu-
tion market. There have been several attempts to do so, but all have foundered
on the opposition of one or more of teze three industries involved....

"(ii) Passage of copyright legislation will in turn erase an uncertainty that
now impairs cable's ability to attract the capital investment needed for substan-
tial growth. .. .

"It is important to emphasize that for full effectiveness the consensus agreement
requires Congressional approval, not just that of the Commission. The rules will,
of course, be put into effect promptly. Without Congressional validation, however,
we would have to re-examine some aspects of the program."

In a letter to the FCC incorporated as part of its report on the new rules, Sena-
tor McClellan said:

"As I have stated in several reports to the Senate in recent years, the CATV
question is the only significant obstacle to final action by the Congress on a copy-
right bill. I urged the parties to negotiate in good faith to determine if they could
reach agreement on both the communications and copyright aspects of the CATV
question. I commend the parties for the efforts they have made, and believe that
the agreement that has been reached is in the public interest and reflects a rea-
sonable compromise of the positions of the various parties."

2. CATV would receive a favorable compulsory liccnse covering retransntissions
of all local broadcast stations and certain distant broadcast stations. Consistent
with the Consensus, the attached changes would accord cable televis',n systems
a compulsory license to retransmit all signals lawfully being transmitted prior to
March 31, 1972 (i.e., all "grandfathered" signals), all 'local" signals as defined
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by the FCC and such other additional or "distant" signals as wleild be consistent
with the rules adopted by the FCC in February, 1972. A. compulpijry license is a
tremendous benefit for cable and gives it a competitive advantage over broad-
casters because-it eliminates the need for bargaining for every program. In the
interests of reaching a compromise, however, the broadcast industry and the
major program producers were willing to accept such a compulsory license for
cable provided that it expressly would not include any more signal retransmission
than was contemplated by the Consensus.

3.A'oXCAljTY,system would.have-to stop retransmitting broadcast stations that
ecre lawfully being retransmitted in the past. The "grandfather" feature f-dlie-

attached changes means that all existing cable TV systems can continue re-
transmitting whatever stations they were lawfully retransmitting on March 31,
1'72, even though this means in many cases that cable TV systems would have
n. re signals than the FCC's new rules would allow. This is very beneficial to
cable TV systems and-their subscribers, particularly in light of the recent judicial
interpretation of the existing copy right law.

4. Smaller, independently owned CATVs would not have to pay any copyright
fees at all. Under the attached changes, and again consistent with the Consensus,
existing independently owned CATVs ]having fewer than 3,500 subscribers would
get both the compulsory license described above and be free of any obligation
to make payments for that compulsory license. This is a substantial plus for
the smaller independent CATV, a plus which is not found in the present provisions
of S. 1361.

5. The scope rd the compulsory license with respect to distant stations is and
ought to be limited. The Consensus provides that the compulsory liernse shall
be limited to 'those distant signals defined and authorized under the FCC's
initial package" (in addition to local and "grandfathered" signals). In general
terms, the EYC's initial rules contemplate importation of usually two distant
signals into the 35-mile zones of larger markets, subject to certain exclusivity
r~quirements, enough distant signals to provide adequate program service within
the 35-mile zones of smaller markets, and virtually unlimited distant signal
carriage beyond the 35-mile zones of all markets. By incorpor' ting by reference
the pertinent provisions of the FCC's rules, the attached ch' ,ges would adopt
corresponding limitations on the scope of the preferential compulsory licenqe
otherwise being given to cable systems. Without these limitations on the com-
pulsory license no consensus would have been reached among the affected parties.
While additional distant signals could be authorize" by the FCC, subject to
normal copyright liability, otherwise valid exclusivity agreements would be
enforceable against any such additional retransmissions.

6. The question of the amount of tihe conipulsory license fee would be resolved
in an impartial and fair manner. Cable systems which do not come within the
small system exemption noted above would have to pay a fee for their compulsory
license. The sum of all such fees would in turn be apportioried among the various
copyright owners. The Consensus provides that in the event the parties are
unable to agree on a fee schedule, the legislation should provide that the fee
schedule will be set by compulsory arbitration. Despite many meetings and
negotiations since November, 1971, the parties have not been able to resolve
their differences over the fee schedule. The compulsory arbitration' approach set
fortL in the attached changes is not only consistent with the Consensus but
also is a desiraJble means of freeing the Congress from having to resolve a
complex and controversial dispute over the fee schedule.

7.-Judicial enforcement is authorized. As expressly contemplated by the Con-
sensus, both copyright owners and broadcasters would have the right to enforce
valid exclusivity agreements through court actions.

8. Treatment of sports events is uncholged. The Consensus did not address
the problem of retransmission of distant station broadcasts of professional team
sports events. Thus the attached changes carry forward the special treatment
of such events provided for in the present version of S. 1301.

OTER POSSIBLE REVISIONS IN S. 1361 SHOULD BE EJECTED

1. Approaches at variance with the Consensus should be rejected. The new
FCC rules adopted in 1972 benefit cable TV entreprenuers at the expense of broad-
casters and program suppliers. Those rules were adopted on the assumption by
the FCC and the affected parties that NCTA, the association representing cablt
TV, would actively support, and that the Congress would adopt, copyright legis-
lntion implemanting the same Consensus as resulted in the new FCC rules. It



600

would be grossly unfair either to allow NCTA to renege on its November, 1971,
commitment or to adopt copyright legislation still more favorable to cable TV
than -that which is contemplated by the Consensus. Moreover, rejection of the
Corsensus would only hlad to the reopening of a controversy which has for too
long delayed the general revision of the copyright law.

2. A statictory fee schedule-shoulcd not be included in the legislation. At present
S. 1361 includes a statutory fee schedule wh;i; some cable TV interests claimn
is either too high or at best the maximum that cable can afford to pay. The
major program sippfiders believe that the fee schedule in S. 1361 is unconscionably
low, completely arbitrary and wholly unrelated to any economic or other data;
the schedule has ,.ever been the subject of Congressional hearinlgs. Both sides
claim to have expert economic studies backing their respective positions. Resolu-
tion of such complex economic details as the precise amount of the fee is tradi-
tionally delegated by the Congress to independent agencies or arbitration. That
approach should be followed here. and was specifically agreed to by the affected
parties in a Consensus which the FCC, Senator 'McClellan, and others have found
to be in the public interest.

3. The compulsory license mutst not be left open-ended so that still mnore
broadeast signals coutld be brought within its amrbit. With the attached changes,
S. 136(1 would subject CATV systems to normal copyright liability for retrans-
missions of copyrighted works broadcast by non-local stations when those trans-
missions are inconsistent with the 1972 FCC rules. This limitation on the ambit
of the compulsory license is called for by the Consensus and was vital to
reaching anl consensus. Since a compulsory license constitutes preferential treat-
ment of CATV at the expense of the program suppliers and broadcasters, it would
be completely unfair to allow a four member majority of the FCC to expand the
scope of that compulsory license by simple administrative fiat as would be the
case if the compulsory license were open-ended. The limitation on the scope of
the compulsory license is not a regulatory measure, nor is it a measure that
unwisely ties the hands of the FCC. The FCC would retain full power to change
its rules as it sees fit consistent with the public interest standards of the Com-
munlications Act. But the FCC would not be given, just as the FCC does not now
have and should not have, the-power to change the copyright law and thereby
the power to take private property from one party and give it to another party
simply through administrative dictates.

COPYRIGHT REVISION BILL

PROPOSED TEXT ON CABLE TELEVISION SUBMITTED BY COiMITTEE
OF COPYRIGHT OWNERIS

SEC. 111. Limitations on exclusive rights: Secondary transmissions

*(a) Certain secondary transmissions exempted.-The secondary transmission
of a primary transmission embodying a performance oi display of a work is not
an infringement of copyright if:

(1) the secondary transmission is not made by a cable system, and con-
,sists entirely of the relaying, by the management of a hotel, apartment house,
or similar establishment, of signals transmitted by a broadcast station
licensed by theL Federal Communications Conimission, within the local service
area of such. station, to the private lodgings of guests or residents of such
establishment, and no direct charge is made to see or hear the secondary
transmission , or

(2) the secondary transmission is made-solely for the purpose and under
the conditions specified by clause (2) of section 110; or

(3) the secondary transmission is made by a common, contract, or special
carrier who has no direct or indirect control over the content or selection
of the primary transmission or over the particular recipients of the secondary
transmission, and. whose activities with respect to the secondary transmission
consist solely of providing wires, cables, or other communications. channels
for the use of others: Provided, That the provisions of this clause extend only
to the activities of said carrier-with-respect to-secondary transmissions and
do not exempt from liability the activities of others with respect to their
own primary or secondary transmission; or

(4) the secondary transmission is not made by a cable system and is made
by a governmental body, or other nonprofit organization, without any purpose
of direct or indirect commercial advantage, and without charge to the recip-
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ients of- the secondary transmission other than assessments necessary to
defray the actual and reasonable costs of maintaining and operating the
secondary transmission service.

(b) Secondary transmission of primary transmission to controlled group.-
Notwithstanding the provisions of subsections (a) and (c), the secondary trans-
mission to the public of a primary transmission embodying a performance or
display of a work is actionable as an act of infringement under section 501, and
is fully subject to the remedies provided by sections 502 through 506, if the pri-
mary transmission is not made for reception by the public at large but is con-
trolled and limited to receptioii by particular members of the public.

(c) Secondary transmissions by cable systems.-(1) Subject to tile provisions
of clause (2) of this subsection (c), secondary transmissions to the public by
a cable system of a primary transmission made by a broadcast station licensed
by the Federal Communications Commission and embodying a performance or
display work shall be subject to compulsory licensing upon compliance with the
requirements of subsection (d) in the following cases:

(A) Where the signals comprising the primary transmission are exclu-
sively aural and the secondary transmission is permissible under the rules
and regulations of the Federal Communications Commission; or

(B) Where the community of the cable system is in whole or in part within
the local service area of the primary transmitter; or

(C) Where the signals comprising the secondary transmission are con-
templated by and consistent with section 76.5(a), (f), (g), (h), (i), and (o)
through (u) and Subparts D and F of the rules- and regulations of the Fed-
eral Communications Commission as published in Volume 37, Federal Regis-
ter.,page 3252 et seq., on February 12,1972.

(2) Notwithstanding the provisions of claufse (1) of this subsection (c), the
secondary transmission to the public by a cable system of a primary transmission
made by a broadcast station licensed by the Federal Communifctions Commission
and embodying a performance or display of a work is actionable as an act of
infringement under section 501, and is fully subject to the remedies provided
by sections 502 through 506, in the following cases:

(A) Where the signals comprising the secondary transmission, whether or not
authorized by the Federal Comnmunications Commission, are inconsistent with,
or in excess of those contemplated by, the rules and regulations of the Federal
Communications Commission referred to in subclause (C) of clause (1) of this
subsection (c) ; or

(B) Where the community of the cable system is in whole or in part within
the local service area of one or more television broadcasting stations licensed by
the Federal Communications Commission, and-

(i) the content of the particular transmission program consists primarily
of an organized professional team sporting event occurring simultaneously
with the initial fixation and primary transmission of the program; and

(ii) the secondary transmission is made for reception wholly or partly
outside the local service area of tile primary transmitter; and

(iii) the secondary transmission is made for reception wholly or partly
within the local service area of one or more television broadcasting stations
licensed by the Federal Communications Commission, none of which has
received authorization to transmit said program within sucli area.

(d) Compulsory license for secondary transmissions by cable systems.--(l
For any secondary transmission to be subj.ct to compulsory licensing under sub-
section (c), the cable system shall at least one month before the date of the
secondary transmission or within 30 days af.er the enactment of this Act, which-
ever date is later, record in the Copyright Office, a notice including a statement
of the identity and address of the person who owns or operates the secondary
transmission service or has power to exercise primary control over it together
with the name and location of the primary transmitter, or primary transmitters,
and thereafter from time to time, such further information as the Register of
Copyrights shall presc:ribe by regulation to carry out the purposes of this clause
(1).

(2) A cable system whose secondary transmissions have been subject to com-
pulsory licensing under subsection (c) shall during the months of January,
April, and July and October, deposit with the Register of Copyrights, in ac-
cordance with requirements that the Register shall prescribe by regulation and
furnish such further infornation as the Register of Copyrights may require to
carry but-the purposes of this clause (2)-
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(A) A statement of account, covering the three months next preceding, spec.
ifying the number of channels on which the cable system made secondary trans-
missions to its subscribers, the names and locations of all primary transmitters
whose transmissions were further transmitted by the cable system and the
gross amount irrespective of source received by the cable system.

(B) A total royalty fee for the period based upon a schedule or schedules
to be determined as follows:

(i) Within sixty days after the enactment of this Act, the Register of Copy-
rights shall constitute a panel of the Copyright Royalty Tribunal in accord-
ance with Section 803 for the purpose of fixing a schedule or schedules of
just and reasonable compulsory license fees.

(ii) The schedule or schedules of compulsory license fees shall be deter-
mined by the Tribunal in a like manner as if the Tribunal were convened
to make a determination concerning an adjustment of copyright royalty
rates, provided, however, that Sections 806 and 807 shall not apply and that
the determination if the Tribunal shall be effective at the end of the twelfth
month after th aactmen't of this Act or on the date the Tribunal renders
its decision, whichever occurs sooner.

(iii) The Tribunal, immediately upon making a determination, shall
transmit its decision, together with the reasons therefor, to the Register
of Copyrights who shall give notice of such decision by publication in the
Federal Register within fifteen days from receipt thereof. Thereafter, the
determination of the Tribunal may be subject to judicial review in a like
manner as provided in Section 809 but no other official or court of the
United States shall have power or jurisdiction to otherwise review the
Tribunal's determination.

(iv) Notwithstanding any of the provisions of the antitrust laws (as
designated in § 1 of the Act of October 15, 114, c. 323, 38 Stat. 730, Tit. 15
U.S.C. § 12; and any amendment of any such laws) owners of copyrights
in different works and owners of cable systems may among themselves or
jointly with each other agree on, or submit to the Copyright Tribunal for
its consideration, one or more proposed schedules of compulsory license
royalty fees, and proposed categories of secondary transmissions and cable
systems for inclusion in any of the schedules to be established or adjusted by
the Tribunal pursuant to this subsection and Section 802.

(C) The preceding subelause (B) of clause (2) of this subsection (d), shall
not apply to cable systems that before March 31, 1972, were operating in ac-
cordance with the-rules and regulations of the Federal Communications Com-
mission, served less than 3,500 subscribers, and were not, directly or indirectly,
by stock ownership or otherwise, under common ownership or control with any
other cable systems serving in the aggregate more than 3,500 subscribers, pro-
vde4d that this exemption shall continue to apply as long as the cable system
continues to serve not more than 3,500 subscribers and is not directly or in-
directly, by stock ownership or otherwise, under common ownership or control
with any other cable systems serving in the aggregate more than 3,500 sub-
scribers, and provided further, that such cable system files annually at the
Copyright Office in accordance with requirements that the Register of Copy-
rights shall prescribe by regulation, a statement setting forth the names and
addresses of other cable systems directly or indirectly in control of, controlled
by, or under comhmon control with the cable system filing the statement, the
number of subscribers served by each of such other cable systems; and the
names and addresses of any person or persons who directly or indirectly own or
control the cable system filing the statement and directly or indirectly own or con-
trol any other cable system or systems, and the names and addresses of the
cable systems so owned or controlled. For the purposes of this subclause (C) of
clause (2) of subsection (d), "subscriber" shall mean a household or business
establishment, or, if a hotel, apartment house or similar establishment, it shall
mean a lodging or dwelling unit within such establishment containing a televi-
sion receiving set.

(3) The royalty fees deposited under clause (2) shall be subject to the follow-
ing procedures:

(A) During the month of July in each year, every person claiming to be
entitled to compulsory license fees for secondary transmissions made during
the preceding twelve-month period shall file a claim with the Register of
Copyrights, in accordance with requirements that the Register shall pre-
scribe by regulation. Notwithstanding any provisions of the antitrust laws
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(as designated in § 1 of the act of October 15, 1914, 38 Stat. 730, Tit. 15 U.S.C.
§ 12, and any amendments of any such laws), for purposes of this clause any
claimants may agree among themselves as to the proportionate division of
compulsory licensing fees among them, may lump their claims together and
file them jointly or as a single claim, or may designate a common agent to
receive payment on their behalf.

(B) After the first day of August of each year, the Register of Copyrights
shall determine whether there exists a controversy concerning the statement
of account or the distribution of royalty fees deposited under clause (2). Tf
he determines that no such contrcyersy exists, he shall, after deducting his
reasonable administrative cost under this section, distribute such fees to the
copyright owners entitled, or to their designated agents. If he finds the exist-
ence of a controversy he shall certify to that fact and proceed to constitute
a panel of the Copyright Royalty Tribunal in accordance with section 803.
In such cases the reasonable administrative costs of the Register under this
section shall be deducted prior to distribution of the royalty fee by the
tribunal.

(C) During the pendency of any proceeding under this subsection, the
Register of Copyrights or the Copyright Royalty Tribunal shall withhold
from distribution an amount sufficient to satisfy all claims with respect to
which a controversy exists, but shall have discretion to proceed to distribute
any amounts that are not in controversy.

(e) Relation to other laws and regulations.-Nothing.in this section shall be
construed as limiting or preempting the authority of the Federal Communications
Commission to regulate the operations of broadcast stations or cable systems
pursuant to any other Act of Congress: Provided that, the Federal Communica-
tions Commission shall not limit the area, duration or other scope of the exclu-
sivity a television broadcast station may acquire respecting secondary trans-
missions by cable systems that are not subject to tilh compulsory license provided
for in subsection (c) of this Section 111 beyond any limits that may be applicable
to the area, duration or other scope of the exclusivity a television broadcast sta-
tion may acquire respecting other television broadcast stations.

(f) Definitions.-As used in this sectiol, the following terms and their variant
forms mean the following:

(1) A "primary transmission" is a transmission made to the public by the
transmitting facility whose signals are being received and further trans-
mitted by the secondary transmission service, regardless of where or when
the performance or display was first transmitted.

(2) A "secondary transmission" is the further transmitting of a primary
transxmissionl simultaneously with the primary transmission without change
in program or other message content.

'3) A "cable system" is a facility that in whole or in part receives signals
transmitted by one or :nore television broadcast stations licensed by the
Federal Cvumnnunications Commission and makes secondary transmissions of
such signals by wires, cables, or other communications channels to subscrib-
ing members of the public who pay for such service. For purposes of deter-
mining the royalty fee under Subsection (d) (2) (B), two or more cable sys-
temss in contiguous communities under common ownership or control or oper-
ating from one headend shall be considered as one system.

(4) The "local service area of a primary transmitter" as used in this sec-
tion comprises the area in which a television broadcast station is entitled
to insist upon its signal being retransmitted by a cable system pursuant to
the rules and regulations of the Federal Communications Commission a_ pub-
lished in Volume 37, Federal Register, page 3252, ct seq., on February 12,
1972, or such similar rules as the Federal Communications Commission may
from time to time lawfully adopt in the future in light of changed circum-
stances.

(5) The terms "full network station," "partial network station," "in-
dependent commercial station," and "non-commercial educational station"
as used in subpart D of the rules and regulations of the Federal Communica-
tions Commission as published in Volume 37, Federal Register, page 3252,
ct .seq., on February 12, 1972, shall be defined in accordance with the rules
and regulations of the Commission of the same date with such additional
elaboration as the Cormission may from time to time provide consistent W;ith
the intent of this Act.

(g) This section shall be effective upon the enactment of this Act.
[Add the following to section 501]

20-344-73-39
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(c) For any secondary transmission bly a cable system that embodies a per-
formnance or a display of a work which is actionable as an act of infringement
uilder subsection (c) of section 111, a television broadcast station holding a copy
right or other license to transmit or perform the sa.me version of that work shall,
for purposes of subsection (b) of this section 501 be treated as a legal or bene-
ficial owner ie such secondary transmission occurs within the local service area
of that television broadcast station.

THE MIAIUNE BIOMEDICAL INSTITUTE,
Galves!on, T'ex., A ugust 7,197,5.

Mr. STEPHEN G. HAASER,
Senate Stbcommittec on Patents, Trademarks and Copyrights, Committee on the

Judiciary, Dirksen Building, Washington, D.C.

Sir: I am Dr. Stewart G. Wolf, Professor of ,Medicine and Physiology, Tini
versity of Texas Medical Branch, and Director, .Marine Biomedical Institute
200 University Boulevard, Galveston, Texas; former President of the American
Gastroenterological Association; American Federation for Clinical Rest ,rf.ll;
American Psychosomatic Society; American Pavlovian Society; American Col
lege of Clinical Pharmacology and Chemotherapy. I am a member of twenty nine
scientific societies, most of which societies sponsor medical serials. I am cur-
rently on the Editorial Board of the Journal of Psychosomatic Research, lPy-
chiatry in Medicine, Research Communications in Chemical Pathology and
Pharmacology, International Journal of Psychobiology, Rendiconti, and the
Publications Center of the Journal of Laboratory and Clinical MIedicine.

I appreciate this opportunity to present my view of the copyright bill S. 1361,
and request that this statement be made part of the official record.

As the author of some 260 publications that have appeared in periodical medi-
cal journals and author or coauthor of twelve books, I would like to comment on
the wording of tile proposed copyright bill, especially Sectiotn 108, from the view-
point of the author and user. Medical authors of articles that appear in the
periodical literature not oaly receive no financial compensation for their work,
but in most instances must pay page charges to the publisher for their work to
appear. Thus the author's reward is not financial but is in direct proportion to
the extent of his readership, both in numbers and geographic distribution. It is,
therefore, to his advantage as X ell as the advantage of the user to have inter-
library requests -for photocopFes promptly and expeditiously filled. The normal
medical user employs the photocopy in the pursuit of his own work and applies
it to no commercial purpose. In short, the author of medical periodical articles
derives no financial protection from the Copyright Law but. like the user and
often, as a user himself, benefits from a rapid and expeditious distribution of his
written word.

I have read the substitute wording for Section 108 (1) suggested by the
American Library Association and feel that it is an equitable compromise of the
various potentially conflicting interests. It reads as follows:

"The library or archives shall be entitl:d, without further investigation, to
suppl.y a copy of no more than one article or other contribution to a copyrighted
collection or periodical issue, or to supply a copy or phonorecord of a similarly
small part of any other copyrighted work."

I appreciate the opportunity to provide testimony before your Committee.
Sincerely,

STEWART WOLF, .M.D.,
Professor and Director.

MEDInCAL, LInBIARY AssocrIATION, INc.,
Birmingham, ala., Atugust 3, 1973.

Mr. 'TrIOnAS C. BRENNAN,
Chief Counsel, Subconmmittee on Patents, Trade fMarks and Copyrights, Com-

mnittcc on the Jutdiciary, U.S. Senatc, Russell Senate Office Building, Wash-
ington, D.C.

DnARn Mn. BRENNAN: The Medical Library Association is made up of libraries
and librarians located in all types of health service facilities. As President of
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this Association, it has come to my attention that in the congressional hearing
on July 31 of tWe Subcommittee on Patents, Trade-Marks, and Copyright on
$. 1361 the publishers' testimony emphasized that numbers of journal subscri -
tions were cancelled due to Xerox copying. May I, as the director of a medical
center library, assure you that cutback on subscriptions is not due to this alone;
the subscripltions dropped from this library's list have had nothing to do with
Xeroxing. Our ieasons are monetary. The line item of the Books and Journals
budget was spenL in five months this year due to the increase in cost of journal
subscriptions. This increase was not an addition of new titles but a rise in the price
of the 2,1(00 journal titles currently being purchased. May I point out that other
price increases have been continuing through the year. For example, a notice
was received recently of a 26+% price rise in Chemical Abstracts.

The second copy titles are being dropped to relieve some strain; our duplicate
jouraal.s with other libraries on the same campus are being dropped for the same
reason and a number of foreign language periodicals are having to be cancelled
only because we feel it is imperative to continue to buy our most heavily used
English language journals.

There is little hope that the Books and Journals budget for the new fiscal year
can take care of tile increases in journal prices.

This situation is being faced by medical librarians throughout the United
States. Consideration l-, the Subcommittee of this reason for cancellation of
subscriptions will be appreciated.

Sincerely,
(.Mrs.) SARAII C. BROWN,

President.

SUPPLEMEN TAL STATEMENT OF THE MIEDICAL LIBRARY ASSOCIATION

This supplement to the statement of the Medical Library Association on July
31, 1973 on the library photocopy issue in S. 1361 is submitted in order to clarify
what may appear to be a contradiction of Section 108(d) (1) and 108(d) (2) in
the amendment proposed by the Association of Research Libraries and the
American Library Association, and endorsed by the Medical Library Association.

The difference in the proposed limitations reflects a difference in the quantity
of the copyrighted matter to be used. In sub (1) the right to make a single photo-
copy of a periodical article without prior investigation is proposed because the
portion to be copied is so small that the effort of the search for an unused issue
of the journal would be out of proportion to the extent of the article and the
delay incompatable with the user's time schedule. On the other hand, sub (2)
applies to a copy of an entire work or a large portion of one, and is deemed
reasonable, because the need is usually less urgent, whether the copy is required
by a reader for his personal use or by the library to fill a gap in its collection.
Thus the time-frame is usually sufficient to accommodate a search for an unused
copy and the costs are comparable.

The proposal of these two different limitations reflects the librarians' desire
to fulfill their obligation to satisfy the users', and at tne same time to keep their
work in manageable proportions.

SUPPLEMENTAL STATEMENT OF JACK VALENTI, PRESI)ENT OF TIIE MOTION
PIICTURE ASSOCIATION OF AMERICA, INC. AND OF TIlE ASSC IrATION OF MoIo'rON
PICTURE AND TELEVISION PRODUCERS, INC., AUGUST 10, 1973

We appreciate the opportunity to submit this supplemental statement to
the Committee and to comment in behalf of the Motion Picture Association of
America, Inc. (".MAPA"), the Association of Motion Picture and Television
Producers, Inc. ("AMIPTP") and the Committee of Copyright Owners ("CCO"),
on some of the Niews which have been expressed by other witnesses at the
hearing of August. 1, 1973. More specifically, we shall address ourselves to the
following points:

1. N(YTA has repudiated the Consensus Agreement while seeking to retain
its benefits.

2. NOTA has failed to demonstrate any rational basis for rejecting arbitration
of-the fee question.

3. Cable systems can easily afford to pay just and reasonable royalties without
raising fees to subscribers. CCO has never suggested that subscribers fees should
be raised in order to pay copyright royalties.
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4. CAT' revenues are based on the use of copyrighted programs and CATV
should pay its fair share for their use. Copyright owners will not receive double
royalties from payment of copyright fees.

5. Several of the changes proposed by NCTA for the text to Section 111 of
S. 1361 are unwarranted, e.pecially those dealing with the definition of cable
systems and with the exemption' from -copyrighlt liability of CATV's retrans-
mi.sion of scrambled signals such as those used for closed circuit broadcasts
and pay-TV.

Attached to this supplemental statement as an Appendix "A" is a memorandum
prepared by Dr. Robert W. Crandall, Associate Professor of Economics at the
Massachusetts Institute of Technology and by 'Mr. Lionel L. Fray of Temple,
Barker & Sloane, Inc., management and economic counsel. These two gentlemen
are the authors of the study commissioned by CCO entitled "The -Profitability
of Cable Television Systems and Effects of Copyright Fee Payment," which
we sublmitted to the Subcommittee on August 1, 1973 as a special appendix to
our statement. Professor Crandall and AMr. Fray were present at the hearing
of August 1, 1973 and their memorandum (Appendix "A") addresses itself to
the questions of an economic or statistical nature raised by the Chairman and
comments on some of the views on economic matters expressed by witnesses
at said hearing.

1. XNUTA HIS IEI'UI)IATED THE CONSEN'SUS AGREEMENT VIIII.E SEEKING 'TO RETAIN
ITS BENEFITS

Ill his testimony on August 1, 1973, 3Mr. David Foster, President of the Na-
tional Cable Television, Association ("NCTA"), referred to the Consensus Agree-
mIent. a. the ".so-called 'OTP Compromise' ". Such attempt by means of termninol-
og. to give tile impression of only limited governmental sponsorship and sup-
port for the Consensus Agreement, cannot, of course, erase or extenuate the
enlbarras.lsment which NCTA experiences as the result of the repudiation of
its solemnly given word and signature to that agreement. Indeed, it cannot be
denied that the Consensus Agreement received the expressed approval not only
of the Office of Telecommunications Policy (OTP) but also of the Federal Com-
munications Communication ("FCC") and of the Chalrman of this Subcommittee.

The history and sponsorship of the Consensus Agreement has been fully ex-
plained by FCC Chairman Dean Burch when lie said in his concurr.ing state-
ment accompanying the Cable Television Report and Order:

'I joined OTP . . . in an effort to secure a consensus among the industries
that would lead to resolution of the cable/copyright issue, de-escalate the level
of violence, and thus greatly serve the public interest.

* * * * * * *

"[The FCC] debated the details of the agreement. We debated the necessity
of implementing it in its entirety. We debated its probable impact on tie pas-
sage of cablle/collyright legislation, and the critical importance of such legisla-
tion to cable's assured future.

"We went over every square inch of the ground-and then went over it again.
And, in the end, we voted: a majority of the Commissioners explicitly decided
that the public interest would be served by the Commission's impl mentation
of the agreement."

AIr. Foster also overlooks the correspondence between Chairman lurch and
Chairmaln NMcClellan which preceded the implementation of the Consensus Agree-
ment b.N the FCC. In that correspondence Chairman Burch stated in his letter
to Chairman McClellan dated January 26, 1972 thct "a primary factor in
[the FCC's] judgment as to the course of action that would best serve the
public interest is the probability that Commission implementation of the Con-
sensus Agreement will, in fact, facilitate the passage of cable copyright legis-
lation." In his reply to said letter, Chairman McClellan wrote on January 31,
1972: "I commend the parties for the efforts they have made, and believe that
the agreement that has ben reached is in the public interest and reflects a rea-
sonable compromise of the positions of the various parties." Copies of the cor-
respondence between Mr. IDean Burch and Senator lMcClellan were attached to
our statement filed on August 1, 1973 as Appendix 2.

Mir. Foster asserts "that the Congress was not a party to this so-called com-
promise, nor to our knowledge was it consulted with, nor is it bound by the
terms, in any way." Mr. Foster misses the point here. The'question is not whether
Congress is bound by the terms of the agreement-which of course it is not but
rather whether NCTA has pledged its support of the agreement as part of a
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package deal under which NCTA received significant benefits and whether in good
faith, it should be permitted to withdraw its support for a provision : Idich con-
stituted a concession oni its part, namely that the amount of fees under the com-
pulsory license be set by arbitration in the absence of all agreement thereon by
-the parties.

We respectfully submnit that in opposing arbitration, NC'TA has violated the
letter and the spirit of the Consensus Agreement. It slloull not be perrtitted to
retain the benefits of an agieemlent the obligations of i;hichl it ha.s repudiated.

2. NCTA HAS FAILED TO JEMONSTiIATE, ANY RATION'AL BASIS FOIL REJECTING
ARiI:ITPATION OF THIE FEE QUESTION

In all the sound and fury directed by the spokesmen of the cable industry
against the initial settill, of fee.l by the Cop,3 right Royalty Tribunal, not a single
valid argument has been presented against the fairness of doing bo. Thus, in
asserting an alleged pre:.ei.L una'ailability of sufficient empiric data, the CATV
bsIklesimen overlook the fact that ei Cn according to the moot olJtillmii.ti forecast.s,
the bill S. 13i:1 will not be enacted until the end of 197:4 so that the T'i ibullal will
not Le able to start its hllearing. until 1971. By that time and cel tainly by the time
the Tribunal %N ill reach its decision. imore thanil three 3 ears will ha{ e passed since
the time hlien the freeze onl cable systems in the top 100 markets was lifted by
the FCC (i.e., .March 31, 1972). It is obvious that the Tribunal at that tinle will
have at its dislHJsal all necessary data and certainly more data than the Sub-
committee would have to go by today if it had to set fees now.

Far from being an argument against entrusting the Royalty tribunal . ith the
rate-setting task from the outset, the alleged present unavailability of econoniic
data if it in fact existed, woull be an argument against setting the rates now in
the bill. In any event, as shown in the memorandum of Professor Crandall and
.Mr. Fray (Appendix A attached hereto), ample data are available at the pre.sent
time to support an appropriate fact-finding and rate-setting procedure before
the Tribunal. The Tribunal will have the opportunity to hear and sift the (data
which the experts for all parties will present to it and will be in the position to
set rates based on the consideration and evaluation of the econo?'rc evidecte
before it, an opportunity which this Subcommittee w-ill not have ' .I because of
limitations of time.

The only other argument presented by Mr. Foster against arbitration is ti
"precedent for comnlpulsory licensing since ASCAP, B.II and SEtSAC contractually
grant them to networks, local broadcasters and others for all musical works."
IBut as Mr. Foster concedes by his.insertion of the word "contractually" and as
the representatives of the music performance societies testified at.the hearing o,.
August 1, 1973, these mIusic Iperforllance licenses are indeed contractual licenses,
not compulsory ones, and the license fee therefor i:. set by agreement between the
parties subject to supervision by the U.S. District Court. This is a far cry from
what the cable industry. urges the Cons. nss to do. Indeed, this procedure to -set
music performance Sees is very cls:e tb the one which the cable indu.,try pledged
itself to support by the Consensus Agreement but is now unwilling to su.pport.

Accordingly, a closer examination of the only two arguments presenlted by cable
spokesmen in opposition to arbitration reveals that these ar-guwents actually
support arbitration as the most practical and fairest method to JlJ justice to all
concerned.

It is interesting to note that with respect to distant signals, .Mr. George .T.
Barco, General Counsel of the Pennsylvania Cable Television Asso; iation. in his
.statement filed with the Subcommittee, agrees with the position of the C 'pr-
right Owners on arbitration of payment for such signals when lie concedes tlhat
"providing reception-of distance signals transported by microwave or-otherwvise.
being a matter of choice and a calculated risk for the CATV companies that choose
to do so, is properly subject to a bargaining process or for thc ultimate arbi-
tration arrangement."

The procedure of having the initial rates set by the Tribunal has such cbvious
merit and no discernible disadvantages, that the opposition thereto by the cable
industry remains shrouded in mystery and incomprehensible to the 'nii,artlal ob-
server. Indeed. the only rational explanation of this opposition is -hat the cable
industry, in light of its intimate knowledge of its own prosperous eco;,oimic and
financial affairs, has formed the selfish opinion that the fees seo in the bill are
so low that the Tribunal after hearing the evidence is certain- to set it at a
substantially higher rate. Such self-serving opposition to a fair method of re
solving a controversy and such attempt to secure for itself an unreasonably low
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rate for the initial period and one prejudicial to the copyright owners for fu-
ture adjustments, should not be countenanced especially in view-of the cable in-
dustry's consent to arbitration in the Consensus Agreement.

3. CABLE SYSTEMS CAN EASILY AFFORD TO PAY JUST AND REASONABLE ROYALTIES
WITIIOUT RAISING FEES TO SUBSCRIBERS. CCO HAS NEVER SUGGESTED TIIAT SUB-
SCRIBERS' FEES SHOULD BE RAISED IN ORDER TO PAY COPYRIGHT ROYALTIES

At the hearing, Mr. Barco accused CCO of having suggested to the negotiators
for the cable industry that they should pass on the copyright fees which they
may have to pay to their own subscribers. We submit that this accusation is
just a smokescreen to deflect public attention from the huge profits of cable op-
erators who are reluctant to pay even a small share thereof to those who create

the programs which cable systems sell to their subscribers. To set the record
straight; At no time has it been the position of CCO that subscribers' fees should
be raised or would have to be raised in order to pay copyright fees. Indeed, such
position would have been wholly inconsistent with the demonstration to the nego-
tiating committee of the NCT. made by the copyright owners with the aid of
their economic consultants, that the income of the CATV industry would be
ample to pay the license fees sought by the copyright owners. (See the Crandall
Fray study on "The Profitability of Cable Television Systems and Effects of
Copyright Fee Payments" mentioned above.)

It is noteworthy that in pleading his case, Mr. Barco mentions substantial
increases in basic costs incurred by the cable industry such as "pole attachment
fee-s" paid to telephone companies which he states are being increased currently
from 40%o to 70% across the nation. Mr. Barco fails to explain why the cable
industry stands ready to absorb these costs but mobilizes such violent resistance
to the payment of compensatory copyright fees.

Mr. Barco seems to argue that copyright fees are the proverbial straw that
breaks the camel's back. Yet no reason is apparent why the creative element of
the television industry should be singled out to be that straw and be called upon
to subsidize the new technology. The economic absurdity of this position becomes
apparent when we consider that neither the suppliers of equipment to his in-
dustry nor the utility companies which furnish it with electric power, nor the
franchising municipalities are asked to make similar sacrifices.

Mr. Barco refers to "the vagaries and inordinate demand" of the copyright
owners. Such charges seem ill addressed to the cop, right owners who are willing
to submit the justice and reasonableness of the fees they seek to an independent
fact-finding Tribunal for thorough investigation while Mr. Barco finds such fact-
findings so threatening to his position that he is willing to repudiate an obliga-
tion solemnly assumed by his industry in the Consensus Agreement.

4. CATV REVENUES ARE BASED ON THE USE OF COPYRIGHTED PROGRAfMS AND CATV
SIHOULD PAY ITS FAIR SHIARE IOR TIHEIR USE. COPYRIGHT OWNERS WILL NOT RECEIVE
DOUBLE ROYALTIES FROM PAYMENT OF CABLE COPYRIGHT FEES

The contention made by Mr. Foster that royalty payments by CATV repre-
sent a "windfall gain" and the assertion of 'Mr. Barco that because the copyright
owner has "already received payment in his contractual arrangements for the
broadcasting, paid ultimately by the television viewers-including CAT\' sub-
scribers-in the advertising costs of purchased products", are based on a series
of economic fallacies.

Advertising carried on television may be of a national, regional, or local nature.
No regional or local advertiser is willing to pay a premium over normal adver-
tising rates because its commercials are carried by CATV to far distant markets
where the advertiser has no facilities to serve customers. It is obvious that a
furniture dealer in Los Angeles or a used car dealer in Chicago will not pay a
penny more to a station for broadcasting commercials which are being retrans-
mitted by CATV to Omaha, Nebraska or W' Aita, Kansas. For the same reason
the station whose programs are thus exportt , to other markets will not pay in-
creased license fees to the copyright owners for such additional use of the pro-
gram. At the same time the copyright owner in the many instances not covered
by the FCC's non-duplication rules will be rendered unable to grant an exclusive
license to the local station for programs already imported into that market by
CATV systems.

Consequently, a television station is not willing to pay the program supplier
a higher price for programs with local or regional commercials shown outside
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of the station's own market area. Similarly, national advertisers will place little,
if any, value- on duplicated coverage of their commercials by CATV when it im-
ports these commercials into a different market and duplicates them with those
carried by the local station in that other market.

It is because of these basic economic facts-of the television program market
that Mlr. Foster is not correct when he claims that the "royalties now being paid
by broadcasters to copyright owners are based, generally, on the size of the
audience reached-including CATV subscribers". Indeed the Court of Appeals for
the Second Circuit in CBS v. Telcprompter, 476 F.2d 338 at p. 342 (fn. 2) re-
jected a similar argument made by the def nidant CATV systems in that case and
said that "the amount that a broadcast station is willing to pay for the privilege
of exhibiting a copyrighted program is economically tied more to the fees that
advertisers are willing to pay to sponsor a program than to some projected
audience size." The Court further observed that no evidence had been presented
"to show that regional-or local advertisers would be willing to pay greater fees
because the sponsored programs will be exhibited in some distant market, or
that national advertisers i ould pay more for the relatively minor increase in
audience size that CATV carriage would yield for a network program." The
Court of Appeals concluded that "'indeed, economics and common sense would
impel one to an opposite conclusion."

As to the use by CATV of programs from local stations the copyright owner'
are also entitled to receive just and reasonable royalties for the use of such pro-
grams by CATV. The fact that the local station has already paid for its own
right to broadcast the program should not deprive the copyright owner of his
right to collect royalties from CATV. Indeed, the cable system makes its own
independent profit from the retransmisisiin and out of these profits should make
a fair contribution to the cost of program production.

A compulsory license is an extraordinary legal device demanded by the cable
operators and accepted by the copyright owners in the Consensus Agreement l:e-
cause of the asserted administrative difficulty of clearing copyrights for cable
systems. In fairness to all parties concerned, the amount of the compulsory
license fees should be compensatory and for that purpose should approximate as
closely as can be ascertained, the amounts which the beneficiaries of the conm-
pulsory license would have paid in a free market without administrative dif-
ficulties and without the compulsory license.

It is a fundamental principle of our economic system that if we use someone
else's property for our own benefit, we must pay the owner of the property for
permitting such use. Applied to the retransmission by CATV of signals for which
the broadcaster has already paid a fee for his own use. this means that in a free
market where the consent of the copyright owner for the use of the program
would have to be bargained for, some payment would certainly be agr.eed upon
between the copyright owner and the cable system in return for the granting of
a contractual license. It is the amount of this payment which should be taken
into consideration in setting license fees for local signals under the compulsory
license.

It should also be kept in mind that in the nation's largest markets, the number
of local signals available for carriage by CATV is likely to make the wholesale
importation of distant signals unnecessary. At the same time, if fhe carriage of
local signals by CATV were to be exempted from copyright royalties, the large
revenues of these metropolitan systems would be immunized from contributing
to the cost of program production by reason of the fact that these systems rely
primarily on the retransmission of programs from local stations.

Equity requires that all cable systems should carry their fair share of the cost
of production of the television programs which they use for their profit, that
they should pay a reasonable compulsory license fee reflecting the value of the
use of the programs to them including local signals, and that the burden of the
calle industry's contribution to the cost of program production should be shared
fairly between the various types of CATV systems in large as well as small

lmarkets.

b. SPECIFIC PROPOSALS PUT FORWARD BY NCTA FOR A.MENDING SECTION 111 OF S. 131,.

In his statement of August 1, 1973, 'Ir. Foster, put forward certain specific
proposals for amending Section 111 of S. 1361. With respect to these proposals we
would like to make the following comments:

(a) NCTA proposes certain changes in Section 111(f) which would affect the
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definition of the terms "primary transmission," "secondary transmission," and
"cable system." With respect to the definition of the term "cable system," NCTA
suggests that it be limited to only those systems "within a political subdivision
within which the facility operates." This definition is of critical impartance to
the copyright ounzer8. In our initial statement to the Committee we took issue
with this approach which would split up a cable system unrealistically whenever
it crosses a political boundary and would fragmentize its revenues artificially
under the progressive royalty rate. Accordingly, we urged the adoption of the
-following definition which comports more fully with the realities of the industry
and is more logical in determining an appropriate copyright royalty fee:

"For purposes of determining the royalty fee under Subsection (d) (2) (b), two
or more cable systems in contiguous communities under common ownership or
control or operating from one headend shall be considered as one system."

As respects the proposed changes in the definitions of "primary tranlslrission"
and "secondary transmission," NCTA seeks to-introduce new concepts and ter-
minology into the language of the bill which are unsupported and which could
distort basic meaniL3s throughout the text. At this point in the long evolution of
the copyright legislation, we see no reason to depart from the pre.sent definitional
language absent some clear understanding of the purposes underlying the pro-
posed amendments.

(b) NCTA also suggests that Section 111(b) pertaining to the secondary trans-
mission of a primary transmission to a controlled group should be a matter for
regulation b3 the FCC and should not be included in the copyrig;ht law. We dis-
agree strongly with this suggestion.

Section 111(b) provides that the secondary transmission to the public of a
primary transmission embodying a performance or a display of a work is subject
to full copyright liability if the primary transmission is not made for recepticn by
the public at large but is controlled and limited to reception by particular meim-
bers of the public. This provision is derived fromn a provision which was con-
tained in H.R. 2514 which passed the House of Representatives in 1967. House
Report No. 83 (90th Congress, 1st Session), p. 56, states the purpose for which
this provision was included in the bill:

"There are, however, a number of primary transmissions that are to the
'public' but are not capable of reception by the public at large. Examples include
background music services such as MIuzak, closed circuit broadcasts to theatres,
pay-TV, and CATV itself. Clause (4) of Section 111 (b) makes clear that a conm-
munity antenna system has no privilege of retransmitting a primary transmission
that 'is not made for reception by the public at large but is controlled and lim-
ited to reception by particular members of the public.'"

By urging that this provision should be deleted from the bill, NCTA takes the
view that the general public should pay for over-the-air subscription programs
but cable subscribers should not. Thus, if a sports event or a movie is offered
to the public by a pay-television station using "scrambled" or coded signals,
cable systems would be enabled by NCTA's proposed deletion to unscramble
and redistribute these programs to their subscribers without any additional
charge or payment. Such a result is patently unfair to the public as well as
to the copyright owner. Inideed, it is the very result which Section, 111(b)
seeks to avoid.

"Further, the claim that this change in Section 111(b) is necessary to meet the
rules and regulations of the FCC does not withstand analysis. It is based on
the assumption that the requirement of carriage of all local signals by cable
·-ystenlm includes the carriage of "scrambled" pay-television broadcast signals
and their "unscrambling" by cable systems. Not only is there nothing in the FCC
rules or regulations to support such an interpretation, but the rules are directly
to the contrary. Section 76.55(b) of the FCC rules provides:

"There a Television broadcast signal is carried by a cable television .-ystem,
pursuant t1, Lhe rules in this subpart, the programs broadcast shall be carried
in full, without deletion or alteration of any portion except as required by
this part."

Thus, even assuming that the rules can be construed to require cable systems
to carry all local signals including such "scrambled" signals as may be emitted
by a local pay-television broadcast station, they specifically prohibit the altera-
tion or "unscrambling" of these signals. In short, under the guise of conform-
ing the copyright law to-the FCC rules, NCTA is attempting to reap a wind-
fall by permitting the unauthorized secondary transmission of pay-television
programs by cable systems.

(c) NCTA suggests that the exemption from copyright liability for hotels,



611

apartment houses, or similar establishment that retransmit signals to the
private lodgings of guests or residents in Section 111(a) (1) should be eliminated
and that such systems should be treated as cable systems subject to the com-
pulsory license fee. The thrust of this position is that there is no difference
between so-called master antenna systems and a cable system where the cable
sy.stemn receives and distI butes only local signals. NCTA takes the position that
since master antenna sysce'ns obtain the benefits from using copyrighted pro-
gramns, they, too, should pay copyright royalties. It is our view that if such
colpyright liability is imposed on master antenna systems an exemption be
provided for systems with fewer than a specified number of subscribers.

(d) NCTA also suggests that the exemption for government owniad and
nonprofit cable systems in Section 111(a) (4) should be eliminated and t h1 at
these reception and distribution facilities should be treated as cable systems
subject to the compulsory license fee. We agree that the exemption for govern-
mental and nonprofit systems is overly broad, but we do not agree that the
provision should be deleted.

In our initial statement filed with the Committee on August 1, 1973, we
pointed out that this provision is concerned with the operation of nonprofit
"translators" or "boosters" which do nothing more than amplify broadcast
signals and retransmit them to everyone in an area for free reception. These
translators and boosters have always been subject to FCC regulation and re-
quire retransmission con.sent of the originating station under Section 325ta) of
the Communications Act.

However, the language of the exemption contained in Section 111 (a) (4)
would be equally applicable to cable systems which are operated by govtrn-
mental bodies or nonprofit organizations. Thus, in order to limit the exemption
to nonprofit translators and boosters and similar secondary transmitters,. we
proposed to insert into the text of Section 111(a) (4) the words ". .. is not
made by a cable system . . .". Since we continue to believe that the exemption
should be maintained for the benefit of the translator and booster systems
described, we submit that complete elimination of this exemption would be
improper and that the appropriate solution is adoption of the amendment we
have submitted in Appendix V to our initial statement.

(e) NCTA favors the adoption of Section 111(d) "as written." It suggests,
however. that systems of 3.500 sub.scribers or leas lie exempt from copyright
fees and that an appropriate amuendment be made to accomplish this purpose.

Tlhe question of providing an exemption for cable systems with fewer than
3.500 subscribers is discussed at length in our initial statement. We made clear
that the exempl,tion for smaller systems was an integral part of the Consensus
Agreement and that if the Agreement were disturbed cts to any one part, particu-
larly the question of arbitration of fees, the copyright owners would not sup-
port the 3,500 exemption. In this regard we must point out that NCTA has
abandoned the Consensus Agreement on the question of arbitration of fees
while vigorously maintaining its support of the 3..-)00 exemnltion. Indeed. the
statement of Mr. Barco. goes even further and urges the application of tile 3.500
exemption to all systems as a basic deduction from the payment of all fees.
It ,liould also lbe noted that neither NCTA nor 'Mr. Barco mention that under
the Consensub A.,reement the exemlption for systems with 3..5l00 subscribers or
less would only apply to "independently owned" systeims "now in existence."
(i.e.. at the time of the Consensus Agreement). To insure that these conditions
are met. we have proposed an amendment to Section 111(d) to implement the
proposed 3,r500 exemption as well as other clarifying language. These anmend-
ments are containedl in Appendi: V to our initial statement. They are depend-
ent, of course, on full implementation of the Consensus Agreement.

(f) NCTA supports the provisions of Section 111(e) with adjusttments "to
reflect the elimination of the regulatory aspects." We concur in tCle view that
Section 111(e) relating to preemption of other laws and regulations should lie
amended. However, since NCTA has not suggested any draft language, we direct
the Colnnlittee's attention to the language contained in Appendix V of our
initial statement.

(g) Finally, NCTA suggests an amendment to Section 110(5) of the bill for
the purpose of clarifying the relationship of secondary transmissions to the dis-
semination of educational television programs. Since Section 110(5) does not
pertain to an exemption for educational purposes but to an exemption for the
communication of-a translnission embodying a perfrmnance or display of work
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on a single receiving apparatus, we see no basis for the amendment offered by
NCTA nor any logical need for a change in Section 110(5) of the bill to conform
it to the provisions of the legislation on a cable television.

APPENDIX A

COMMENTS OF ROBERT War. CRANDAL.L AND LIONEL L. FiRAY

INTRODL'CTJOS

In their statements before the Subcommittee on August 1, 1973, representatives
of the cable television industry, and their economic consultant, Bridger Mitchell,
argued in part that the growth of the cable tele' ision industry would be inl-
paired even if the very low schedule of compulsory copyright fees proposed in

S. 1361 were adopted. In addition. they mnade other statements regarding the
industry's economics.

We believe some commentary from a different perspective would be of benefit
to the Subcommittee. Our comments are organized topically as foilou s.

1. Economic Analyses of Copyright Fee Payments
2. Subscriber Penetration
3. The Effects of Nerw Cable Services upon Estimated Profitability
4. Owners' Expectations of Cable Profitability
5. New Systems and Franchises in the Top 100 Markets
6. Effects of the Definition of a Cable Television System
7. The Effect of .Modifying the Proposed Fee Schedule
-8. Availability of Evidence for the Determination of Copyright Fees

1. ECONOMIC ANALYSES OF COPYRIGHT FEE PAYMENTS

The analysis submitted to the Subcommittee which relates to the economic
effects of the schedule of copyright fee payments proposed in S. 1301 consists of
two studies: one by Bridger Mitchell dated September 30, 1972, Cable Television
under the 1972 FCC ?tulss and the Impact of Alternative Copyright Fee Pro-
poals; the other by the authors of these comments, dated April 25, 1973, The
Profitability of Cable Telc ision Systems and Effects of Copyright Fee Payments.
These two studies arrived ..t sharply different conclusions.

In his testimony before the Subcommittee on August 1, ,Mitchell summarized
his study and its gloom. conclusion that a cloud of prospective low profitability
hangs over the future development of the cable industry, and that even the very
modest schedule of copyright fees proposed in S. 1301 in paymenit for the most
essential ingredient in the cable t lervision business- programming-would
darken the clold to the point while tile rains would fall and the cable industry
would be virtually washed away.

We do not in general take issue with .Mitchell's methodology of constructing a
"financial model" of a typical cable television system as a basis for reaching
public policy conclusions of the sort under consideration by the Subcommittee.
Indeed, the model we employed in our analysis is very similar to his. But we
differ sharply with 'Mitchell in specifying the values of several parameters which
are inserted into the model and which dictate the low estimates of profitability
wllich he obtains. Two of these parameters-subscriber penetration and revenue
growth--are critical in any calculation of profitability, an] we believe that more
optimistic values of these numbers, based upon projections developed by the cable
industry itself, are a far more satisfactory basis for predicting the future profita-
bility of cable investment. Utilizing these data and making a few other relatively
minor modifications, we conclude that cable television systems could expect to
earn .maough profits to insure attracting all the necessary capital required for the
industry's growth, even after payment of cops right fees substantially higher than
those proposed in S.1361.

Although our study was made widely available at he time of its publication
some nmonths.ago, Mitchell did not dispute the evidence which determined these
key differences underlying the two studies' respective conclusions, nor did lie
present new evidence which might affect them. W'e are therefore not able to under-
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stand how lie continues to adhere to the conclusions of his earlier study which lhe
reiterated before the Subcommittee.?

We nlight note in passilng tllat the fees proposed in S. 1301 are Iased nipoln
gross revenues. If, however, the Sulbcommittee wished to see profitability or
ability to pIay as a determinant of the amounts of copyright fee payments, the
best single indicator we know of is lenetration. This variable far outweighs all
the other ones commonly used. But the fact remains that the accurate determina-
tion of systeml profitability is a compllex function of many variables having to (1o
withll system location, availal)ility of off-the-air signals, density, costs. etc. For
this reason, a simple formula x ill almost always produce results w-hich in many
cases will be inequitable.

2. SUBSCRIBEIt PENETRATION-

Subscriber penetration is the most important single determinant of cable
s.Nstem profitability. As used by both 'Mitchell and us. penetration is delinell as
the ratio of subscribers to the total number of homes passed by the trunk cable;
that is, the p(-tential immediately available to a cable system without laying
more trunk cable. If penetration is low, only a few of the potential subscribers
are contributing revenues to amortize a cable system's relatively large invest-
mernt in capital eqluiplmlent. In such a case, the profitallity of the system would
clearly be low or negative. If penetration is high, however, very substantial
revenues will be generated relative to a cable company's investment. In such
cases, profitability can be extremely high.

.\litchell's study projects that mature penetration near the edges of tile top
100 markets-that is. the le el of penetration achieved after many years of oper-
ation and promotion of the system services in the local market--will be 31 to
45%. an(l in the center of such markets only 22% to 35%1. These projections are
derived from an academic study conducted by his colleague, Dr. Rolla Edward
Park of The Rand Corporation. This study is based upon a confidential samllple
of 63 systems whose identity have not been revealed. 'Moreover. there has been
no verification of the predictions of this study in any publication. Finally, even
its author does not utilize its results as literally as Dr. 'Mitchell in applying to
res, situations. For example, Park has predicted that Dayton will realize a sub-
sribher penetration rate of 40 percent of homes passed. considerably above thle
22 to 35% wvhich Mitchell projects for central cities in the top 100 markets.

While Dr. .Mitchell used the predictions of Park's model, we chose to use the
illdutry's own predictions since the latter are based upon informed judgments
of the potential appeal of cable services now beginning 'to develop, but whllich
are totally ignored by Park. rThe NCT ', own survey to multiple system owners,
furnished to the CCO by tile NCTA, reN tLlls that these firms expect much stronger
demand for their services and they anticipate malture penetration of 65;/,.

IIow can these predictions diverge st, dramatically with thost reproduced( by
Mlitchell from Park's study? The answer is quite simple. Even at piesent there
is a strong movement towards nonbroadcast offerings by cable systems. Some
are now offering special channels of recent motion pictures. Other systems are
beginning to offer sports channels on a similar basis, and in testimony before
tlhis Committee it has been suggested that NFL teams may even begin offering
their "blackout" games on a pay-cable basis to local patrons unable or unwilling
to jpurchase a stadium ticket. Clearly, these services and many others whlliclh \will
develop shortly will have the effect of making cable muchll more attractive to
households-even to those able to receive three network signals with clarity.
We agree with Mr. Foster of the NCTA that academic studies of cable demand
are not likely to provide good predictions because future conditions will be dif-

1The only attempted rebuttal was offered by 'Mr. Poster (pp. 30-31 of his testimony)
in quoting SIr. INagan's published remarks, whose only discernible point of possible sub-
stance related to the "vulnerabllity" of our report as exemplified in our statement that
most systems do not publicly report their financial statements thus making precise cost
estlmates difficult. 3Mr. Kagan apparently fi:lled to read the detailed section on operating
costs which followed, for not only do we utilize reported cost data, but we present cost
data for a sample of systems comprising 781,000 subscribers, more than 12 percent of
the Industry at that time. 'Mr. Kagan reports on this effort by noting that "Because of
this, the study concluded, It was not possible to work with precise CATV operating cost
lata."

There Is no substantive criticism of otlr operating cost anhilysis in Mir. Foster's testl-
miolly, perhaps because we choose to present results based upon Dr. Mitchell's cost
parameters.
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ferent from those today. We suggest as one alternative the survey of his own
mlembers.

While we employ the NCTA estimates of subscriber demand in projecting the
profitability of cable systems, we also utilize a more conservative assumption
for the top 100 markets-55.39% of homes passed, the datum which the N'CT3
claims is representative of 1972 conditions. As a final calculation, we even utilize
a very I )w 40% subscriber penetration assulmption, and we find that copyriglht
fees caw be paid by syste.ms in the top 100 markets with this very low subscriber
penetration if revenues per subscriber grow by at least 2% per annum. Since
few cable systems will be built in anticipation of subscriber penetration of less
than 40%/, of homes passed, this provides a lower limit to anticipated profitability
which is in the range of 14.3 to 19.2%. We cannot disagree with .Mitchell's pes-
billistic projections for middle-market systems if they are connected to only
22 to 35'% of homes passed. We simply do not believe. however, that profitability
estimates should be ba.ed upon subscriber penlletratiol levels of bystems which
even bly 3itchell's own assertion will not be built.

3. TIlE EFFEC:TS OF NEW CABLE SERVICES UPON ESTIMATTED PROFITABILITY

It is now a well-accepted plrinciple of pullic-utility regulation that all of the
capital facilities require(l for the generation of joint products should not be
alloctated tt. unly one of these products or services. It %would be equally falacious
to attrilute all of the Irofit.s of a very profitable cable system to leased chan-
ulels andI to assignI the cost of the capital facilities required to transnit these
t:lanlltel.s entirely to tile retransmission of broadcast signals offered by the cable

owner. For this reason. -we( ha;ve calculated the profitability of cable systems ull-
tier tile assunllltion of mlodehst revenllue gronth frolll new .ervices. To do otllher-
wise \\%ould unlderstate the ability of these systems to pay mandatory copyright
fees.

In Iris testimony, however, 'Mitchell admitted that he did not include the
revenues or c )bts from neix services such as leasedl cllalnels or pay cable in his
study lbeau.se the "programnllminllgi slo ion o ucll chlallliels is fully subject to thile
present colpyright law." While %e loe d not doubt. that cable owners will be required
to compenslate copyrigllt owners for this additional programnling in proportion
to the added net revenues generated. e cannollllt agree N ith Mitchell in excluding
these revelnues fronl the analysis of overall cable profitability. These leased or
pay chainmels will utilize the .slute capital eqluiplment as the retransmitted broad-
cast siga;ls and will contribute to amortizing this investment. Therefore, it is
invalid to exclude such ancillary activities from calculations of the rate of return
on total incc.tmlent in cable plant. 'Mitchell should exclude a pro rata share of
tile capital Lase from his more narrow calculation of "profitability' or alterna-
tively. include the net revenues to be expected from thle.,se new services. To do
otherwi.s would be tantamount to assigning all of the profits from cable opera-
tiols to Ita.sed cllannels or ti 1lay-televi.siol .er'vice., Mille treating the retrans-
nlission of broadcast signals of "'loss leaders."

'While we are unable at thi.s time t Ipl'rvide preei.-f estim:ttes of future revenue
growvta. we have calculated tile roffitability of all systelms under three different
assumptions about the rate of growth in revenues Iper susecriber:

(a) 0% per year
(b) 2% per year
(e) 4%r per year
Tilese assumlllltions are plrl,,l}ay ctlonsel a;live ill light of the potential for new

cable servic,-. annd the po>ssillitit s for gr-nrmth in fees for traditional basic serv-
ices. 'T'his rallge (f alterllt;"'- s a ia llll ht n llbeause it il:ustrat.e tile difference Ibe-
tween Dr. Mitchell's assl' tiol (0%,) andl tlle prolje'tions inmlicit in cable owVn-
ers' acqulisitill prices f,,. completed systems in ]!)71-1972. These prices reflect
the anticipation that. cash flw will grow at a rate equivalent to 9% in per-
ptetuity-an anticipation which is consiste:lt with growth in revenues per sub-
scriber 6f more than 3% per y(,ar with no increases in costs.

Thle effect of allowing revenue_ per subscriber to grow at 4% per year is con-
siderable. On the average, this growth rate leads to an Increase of 9 percentage
points in the annuall rate of return available to system owners. A more modest
2%, growth rate increases tlle estimated rates of return by approximately Iper-
centage points.
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4. OWNER'S EXPECTATIONS OF CABLE PROFITABILITY

Perhaps the most dramatic evidence that Dr. Mitchell's profitability projec-
tions are too low comes once again from the cable television industry. In 1971-
1972, a number of these firms were engaged in an active policy of acquiring
existing cable systems at prices which averaged $325 per s bscriber at maturity.
Since the reproduction costs of these systems is usually less than $200 per
subscriber, at least $125 of the $325 purchase price must reflect anticipated
profits in excess of the cost of capital.

There appears to be some evidence that the rate of return before taxes required
for the construction of cable systems is 15% per annum (although Mitchell states
that returns in the range of 9% to 13% are likely to attract equity investors).
Mitchell projects rates of return of less than 15% for all but large systems outside
the top 100 markets. Even in these markets, he predicts that systems of 10,000
subscribers will realize only 13.6 to 17.0%. But the terms under which the aver-
age system was purchased in 1971-72 reflect expectations of at least a 20%
annual return on capital before taxes. It is quite clear from this evidence-
the price knowledgable buyers were willing to pay in the market place-that
the industry members do not believe Dr. Mitchell's low estimates of profitability.

5. NEW SYSTEMS AND FRANCHISES IN THE TOP 100 MARBKTS

:Much of the NCTA testimony centers on Dr. Mitchell's projections for the
top 100 markets. It is his prediction that systems in the center of the top 100

markets will earn a rate of return of 2.4 to 10.4% per annum before taxes even
without copyright payments. Clearly, if he is correct, there will be no construc-
tion of cable systems in the top 100 markets with or without copyright fee
payments.

Surprisingly, however, there has been considerable activity in the center of
the top 100 markets. Between 1970 and 1972, the number of franchise applica-
tions in the central cities of the top 100 markets increased from an average of
1.5 per city to nearly 3.0. In Chicago, 17 applications -were pending in 1972. In
Mlilwaukee, 14 were outstanding while in Portland, Maine, 13 were pending. In
three other cities, 10 separate franchise applications had been received by munic-
ipal authorities. Since the beginning of '973 another 10 franchise applications
have been received by the regulatory authorities in the central cities of the top
100 markets.

Despite the freeze on imported signals in the top 100 markets until early 1972,
22 new systems began construction in the central cities of the top 100 markets
between 1q70 and 1972. The new cable rules enunciated by the FCC in 1972
should allow other franchise holders to begin construction once the municipal
and FCC administrative processes are completed.

This strong eviuence of investor optimism in even the center of the top 100
markets is hardly consistent with Dr. M3Iitchell's projections of low profitability
for these systems. Once again, we conclude that the cable television industry
does not accept Dr. Mitchell's conclusions and that its members believe that the
future is bright for cable investment in even those areas with three or more
strong local signals.

G. EFFECTS OF THIE DEFINITION OF A CABLE TELEVISION .YSTE3£

The definition employed for a cable television system in S. 1361 could have a
substantial effect upon the magnitudes of copyright fees paid, and the Suhcom-
mittee should be aware of these effects.

Under the informal definition which has been used by the cable television
industry since its inception, and employed by the NCT. as well as by statistical
services such as the Television Factbook and others, a cable system has beep
considered as being under single ownership, generally having a single head end,
and operating over a contiguous geographic area. The discussions held hereto-
fore between copyright owners, representatives of the cable industry, the Sub-
committee staff, and others, have been in terms of this definition. The economic
analysis peerformed, including that by Mitchell, has also employed this definition.

In his testimony on August 1, however, Mr. Foster proposed an alternative
definition as follows. "A 'cable system' is any facility, providing a cable service
which-in whole or in part receives signals transmitted by one or more broadcast
stations licensed by the Federal Communications Commission and simultaneously
distributes them by wire or cable or radio to subscribing members of the public
within a political subdivision within which the facility operates (emphasis
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sulllied)." It is the latter part of this definition which has a significant effect
ullpon the amounts of copyright fee to be paid because many s*stems operate
oter more than one political subdivision. Thus, by the conventional industry
definition, there are about 3.000 systems; but by the definition proposed by
Mir. Foster, there would be about 6,000 systems-each system being split into
tn ".' systeins" on the average. If the alternative definition %Were made operative
in the bill, the effect on the amounts of copyright fee paid by the cable industry
would be to reduce them by one half.

An example makes clear why this would happen. Suppose a cable system with
quarterly revenues of $160,000 operated over two adjoining townships, and ob-
tained 0l ,000 in revenues froln each one. Under the conventional definition, this
-,y.stem would pay $4.000 each quarter, or 2.5% of its total gross revenues.
Under the alternative definition, however, this system would be viewed as two
· 'ystems," each with revenues of $80,000. Each of the "systems" would pay
only $1,200 per quarter and together, they would pay $2,400 or only 1.5%1 of
revenues.

7. THE EFFECT OF MODIFYIG TIE PROPOSED FEE SCIEDULE

The copyright fees proposed in S. 1361 iary from 1% to 5%lo of gross revenues
ill five discrete steps. The Chairman of the Subcommittee has requested that
we analyze the effect upon cable system profitability of fees which are twice
as hligh, i.e., which vary front 2% to 10%.

The average fee paid under the schedule proposed in S. 1361 would be nearly
2% of total cable revenues under current conditions. This average would ap-
1,roximately double to 4%o of cable revenues if the fee schedule were increased
to 2-10%. The effect upon profitability would be de mninimis as the following
excerpt from Tables E-3 to E-7 of our study demonstrates:

THE EFFECT OF MODIFYING THE PROPOSED FEE SCHEDULE

Rate of return in percent before
taxes with-

Alternative
Fees specified copyright

in S. 1361 fee schedule
(I to 5 (2 to 10

Market percent) percent)

1 to 50:
Middle ........ .............. ............................. 16.2-26.7 15.3-25.7
Edge ......... ......... 13.9-24. 5 13.0-23.6

51 to 100:
Middle ...... ................ . ... ............... .. 14.0-24.6 13.1-23.7
Edge .................... .................................. 12.4-23.1 11.6-22.3

101 plus:
Middle .................................................... 1 8-24. 7' 14. 9-23.8
Edge ......... .......................... .............. 12. 7-22.0 11. 8-21. 2

As may be observed, the effect of doubling the fee schedule is to reduce rates
o£ return by less than 1 percentage point. Average returns are still far in excess
of the 10-15% required to attract investor capital.

s. THE AVAILABILITY OF EVIDENCE FOR THE DETERMINATIOX or COPYRIGHT FEES

In his August 1 statement before the Subcommittee, MLr. Foster argued for
the establishment of an initial fee schedule for compulsory copyright license for
cable television systems by Congress (p 26). Ills major reason was that "sufficient
empirical data simply does not presently exist to permit arbitrators to fairly
establish an initial fee schedule" but would be available in three years when the
arbitrators wculd convene under the proposed bill. We believe that a great deal
of economic evidence presently exists or can readily be obtained, sufficient to
permit arbitrators to make an informed determination as to just and reason-
able fees.

The amount of financial data presently available from the cable television in-
dustry includes financial statements of hundreds of cable companies, some of
them publicly held. In most cases, these companies maintain financial records by
system, samples of which could be obtained under proper circumstances by an
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agency of the government. Some of these financial statements are available for
each of more than ten years in the past. In addition, in the spring of 1972, the
FCC requested detailed financial information from all cable television systems
in the country (via their form 326). This included not only profit and loss statv-
ments by system, but also much other data which could be of use to the arbi-
trators. While this data is not in the public domain because it was obtained
under conditions where individual systenl confidentiality is to be maintained, the
FCC might be persuaded that its suitable analysis under proper auspices for the
purpose of determining copyright fees would be in the public interest. In addi-
tion to the above, literally dozens of economic studies have been prepared by
financial analysts and consulting companies, in particular, Rand, MIitre, and the
Stanford Research Institute. Tlle.e can all proxide the arbitrators substantial
guidance.

M]USIC EDUCATORS NATIONAL CONFERENCE,
Washington, D.C., July 25,197°.

Mr. T'roNfs C . BRENNAN,
Chief Counsel, Subcommittee oil Patcnts, Tradcmarks and Copyrights, U.S.

Senate, ]Vashington, D.C.
DEAR MR. BREN..ANA: At the request of Leonard Feist, Executive Vice Presi-

dent of the National MIusic Publishers' Association, we are sending you the fol-

tvwing actions taken by the National Executive Board of the Music Educators
National Conference at their recent meeting here in Washington:

"It was moved by Baird, seconded by Klotman and carried unanimously that
the MENC National Executive Board establishes as the policy of the MIusic
Educators National Conference that the Copyright Law shall be observed and
that improper and unauthorized use of music and other printed materials pro-
tected under that law shall be iprohibited in all Conference activities. Further,
all MIENC national and state affiliates are urged to adopt a similar position as
official policy.

"It was moved by Benner, seconded by Baird and carried unanimously that the
MENC National Executive Board directs that official IMENC policy on the use
of copyrighted materials be implemented in the following ways:

(1) When a director accepts an invitation to appear on a convention program
lie shall sign a declaration stating that he has read the BIENC policy and will
not use unauthorized copies of copyrighted materials.

(2) Any participant in a MIENC program violating this policy position will
l)e subject to suspension from the program.

(3) The action of the National Executive Board shall be communicated as a
matter of general information to all participants in MIENC-sponsored activities."

This demonstrates the concern of our officers for educating the membership to
have respect for the Copyright Law. At the same time we ;would like to reaffirm
our interest in having new legislation which would make it easier for teachers
to understand what they can do with copyrighted materials as they pursue their
professional charge of educating children.

Cordially yours,
CHARLES ]L. GARY,

Executive Secretary.

STATEMENT ON S. 1361 oNi BEIHALF OF TIlE M1USIC EDUCATORS NATIONAL CONFERENCE

The Music Educators National Confer. nce has followed the struggle for new
copyright legislation with great interest for the past 10 years. Members of the
organization testified at earlier hearings and were a part of thle "summit meet-
ing" in the office of the Register of Copyrights at which the compromise on "fair
use" which led to section 107 in the present Senate Bill 1361 was reached. ,MENC
has participated regularly in the deliberations of the Ad 1Ioc Committee of Ed-
ucational Organizations on Copyright Legislation. At the same time it has main-
tained friendly relations with the music publishing industry and has acted to pro
tect the interests of that group with the MENC membership. A recent action of
the MIENC National Executive Board designed to enforce obedience to the present
copyright law during all MENC sponsored events has been sent to the office of the
subcommittee's chairman.

It is the position of the MIENC that new copyright legislation is badly needed.
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Music teachers need to know what they can and cannot do with the sophisticated
means of copying printed material and sound now at their disposal. They need
to be able to teach in ways that will enable them to do their best job of instruct-
ing their charges but without damaging the interests of authors and composers.
The compromise represented by the fair use provisior.ns of section 107 still seems
to' be a workable solution and MIENC specifically endorses this section:

Section 107. Limitations on exclusive rights: Fair use . the fair use of a
copyrighted work, including such use by reproduction in copies or phonorecords
or by any other means sqpecified by [Section 106], for purposes such as criticibsm,
comment, news reporting, teaching, scholarship, or research, is not an infringe-
mient of copyright. In determining whether the use made of a work in any par-
ticular case is a fair use the factors to be considered shall include: (1) the
purpose and character of the use; (2) the nature of the copyrighted work; (3)
the amount and substantiality of the portion used in relation to the copyrighted
work as a whole; and (4) the eXect of the use upon the potential market for
or value of the copyrighted work.

The Conference takes this position fully aware that the decision on the Wil-
liams and Wilkins case may have implications for the future developmenthof the
concept of "fair use". The possibility of this prompts the request for some dis-
claimer in the report that accompanies the bill in order that the understanding
that existed iNhen section 107 was conceived not be prejudiced. Without that some
additional protection for the teacher, such as the Ad IIoc Committee's suggested
limited educational exemption would be needed. In other w irds NIENC is satis-
fled with the compromise worked out originally and anxious to see it made into
laxw so that we can begin operating under it. We pledge our resources to helping
music teachers understand it in the belief that it can be made to work to the
benefit of students, composers, publishers and American musical culture generally.

Music LinaIARY ASSocrATION,
August 8, 1973.

Mir. THOMAs C. Br.nEs.NAN,
Chicf Cous18ei, S lect C0onmllittee on Patcnts, Trad'enlark8 and Copyright. Cow.-

mittee on the Judiciary, U.S. Scnate, Old Senate Office Building, lWashinOg-
ton, D.C.

DEAR 3In. BRENNAN: Oni behalf of the 'Music Library Assodiation I should like
to offer a statement on the proposed general revision of the co¢pyright law (S.
1361) and request that this statement be included in the record of the hearings
which were held by Senator MIcClellan on July 31 and August 1, 1973.

We wish to express our concurrence with the principles of the fair use pro-
vision as presented in § 307 and § 108 of S. 1361. We are, however, concerned
about the phrase "other than a mlluical work" (§ 108(d), line 28), by which li-
brarians are prohibited from extending to users of printed mnusic the privilege
of obtaining a single copy of a work that is granted by that section to users of
other printed materials contained in libraries. MIu.sicologists, musicians, and inl.,ic
lovers should not, we believe, be denied this means of access to certain library
materials which differ from other materials simply by virtue of their subject.

The copyright legislation passed by the House of Representatives in 19l;7
(II.R. 2512, 1st session, 90th Congress) does not contain the exclusion noted
above. Circumstances relating to music in libraries and the use of such nmusic are
precisely the same now as they were during the period leading to the 1067 bill.
Thus, we cannot help but observe that the phrase in the Senate bill is not int
the best interests of library users.

We therefore urge that the phrase "a Inusical snork" be deleted from S. 1301,
enabling librarians to extend to users of music the rights of fair use of libralry
materials, the same rights provided in § 108(d) to others.

Sincerely yours,
JAMxES W. PRUMET, Presidenlt.

WATTENBERO & WVATrENBERO,
ATTORNEYS ANI) COUNSELOI:6,
New York-, N.Y., August 10, 1973.

Mr. TnOMAS C. BRENNAN,
Chief Counsel, Select Committee on Patents, Trademnarks and Copyright, Com-

mittee on the Judiciary, U.S. Senate, Old Senate Office Building, Washington,
D.C.

DEAR MR. BRENNAN: This is with reference to a letter dated August 8, 1973
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to you on the stationery-of Music Library Association, signed by James W. Pruett,
President, urging deletion of the words, "a musical work" from Section 108 (d) of
S. 1361 appearing on line 28, page 9 thereof.

I wrote you on December 12, 1972 -concerning the same subject matter as it
related to S. 644 and I attach a copy of said letter for your ready reference,
it applies with equal force to S. 1361 and Mr. Pruett's letter.

In addition to the arguments made by me heretofore Mr. Pruett's misleading
reference to H.R. 2512, 1st session, 90th Congress demands clarification. Section
108 as set forth in H.R. 2512 which was passed by the House of Representatives
on April 11, 1967 and referred on April 12, 1967 to the Senate as an Act of the
House of Representatives, formed the basis of S. 597 the companion bill to H.R.
2512. Section 108 of H.R. 2512 is as follows:

Limitation on exclusive rights: Reproduction of works in archival collections.
Notwithstanding the provisions of section 106, it is not an infringement of

copyright for a nonprofit institution, having archival custody over collections of
manuscripts, documents, or other unpublished works of value to scholarly
research, to reproduce, without any purpose of direct or indirect commercial
advantage, any such work in its collections in facsimile copies or phonorecords
for purposes of preservation and security, or for deposit for research use in any
other such institution.

This section gave a limited right to libraries to reproduce for purposes of
preservation and security or for deposit for research use in any other library.
This indeed was a far cry from Section 108 of S. 1361, a greatly expanded pro-
vision both as to scope and application.

Whereas 108 of H.R. 2512 had been aimed at serving libraries and researcehers,
the new 108 is "open to the public" and serves a'l users. In making stuch a sweep-
ing expalsive change the Senate Committee on the Judiciary correctly excluded
from the application of Section .108 certain works which it deemed in its wisdom
not properly includable to wit: "a music(l work, a pictorial, graphic or sculp-
tural work, or a motion picture or other audio-visual work". It is clear that
accessibility and freedom to reproduce these excluded works would not be essen-
tial to legitimate users of libraries and furthermore such works would be
susceptible to economic destruction by unbridled copying.

As stated in my previous statement on the subject matter a musical composi-
tion is particularly vulnerable and should properly lie excluded from Section 108.

At the hearings on July 31 and August 1, 1973 before this Committee the
amendment to section .108 (d) recommended by the American Library Associa-
tion restated the exclusions aforesaid and in -the statement of the Ad Hoc Conm-
mittee, Harold E. Wigren said "The Ad Hloc Conmmittee is not asking for the
right to copy an entire book or novel; a dictionary, reference book, musical
score.. ."

Included in the 41 organizational memnlbers of the Ad IIoc Committee are MIusic
Educators National Conference and Music Teachers National Association. If
these large music organizations do not ask freedom to copy musical scores, it
serves poorly for the .Music Library Association to -lo ,so and its request should
be rejected.

This letter is sent in multiple copies for the Subcommittee's use.
Sincerely,

PIIIu.IP B; WATTENBERG.

WATTENBERO & WATTENBERG,
ATTORNEYS AND COUNSELOhRS,

New York, N.Y., December 12, 1972.
TTIO.%fAS C. IIRENNAN,
Chief Coutsel, Sbltbconmittcc on Patents, Tradcnmarks and Copy-,ights, Coommittee

on the Judiciary, U.S. Senate, fWashidgtou, D.C'.
DFAi Mu11t. BinENA.: Further to my letter of October 4, 1972 there has come

to our attention ART Newsletter No. 58 which sets forth an "Amendmlent to
Copyright Revision Bill, S. 644 recommended lby the Association of Research
Libraries, American Library Association, and others" respecting Section 108(d)
and states that the amendment "is being submitted to the Senate Subcommittee
on Patents and Copyrights by the two associations."

MIu:ic Publishers' Association of the United States, Inc. is opposed to the said
amendment and accordingly submits herewith 15 copies of an opposition state-
meat so that each member of the Subcommittee and their staffs may be supplied
a copy thereof.

Sincerely,
PILIP B. WATTENBERO.

Enclosures.
20-344-73-40
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STATEIMENT OF PIIILIP B. W,'ATTENBEIRO, ATTORNEY FOIl MIIUslIC iLI£ul' .;IS'
AssocIATION OF TIFE UNITED STATES, ICO.

Music Ptblishers' Association of :he United States, Inc., a trae .,as.sociation
consisbtingll of .17 important publi.shLr.s of educational, religious anid oL;ih tyLes of
music (hereinafter referred to as "3IPA") has not oplposed Section .I'o because
it exprebsly excludes "a nusbical work" from the application of such section. This
exclusion, set forth in sub-section (d) of Section 108, clearly states that "The
rights of reproduction and distribution under this bection appl3 to a copy of a
work, other .than a musical work....".

However, the subject amenlldment contains no such exclusion and accordingly
would cau.e Section 108 as amended to apply to musical works. On that ground
alone, .MPA would oppose the subject amendment.

The exclusion of musical works from Section 108 is correct and is based upon
so'lnd reasoning which should be restated here so that such exclusion can be
preserved and retained regardless of this or any other amendment to Section 10S
which may be proposed:

1. A musical composition is not the type of copyright required for resea.ch and
study of the serious nature involved in the Williams & Wilkins Case.

2. A musical composition is not the type of copyright that can be subdiN ided and
dissected as is the case with medical journals, books, periodicals and com-
pendiums of scientific writings, information and articles.

3. A musical composition in most instances when published in PoIular editions
and :arrangements for piano. various single instruments and chorus is from 2 to 6
pages inl length and accordingly is easily reproduceable and vulnerable to unau-
thorized copying. Therefore, it requires special protection and safe-guarding.

In addition to the aforesaid grounds, the subject amendment is opposed for the
following reasons:

1. Section (d) (1) would relieve the library or archives as well as the user of
all respon.sibility to invebtigate the availability through commonly known trade
sources of an article or other contribution to a copyrighted collection or periodical
issue or "a similarly small part of any other copyrighted work". A. musical com-
position wvould be one such other copyrighted work and it is impractical to corre-
late a small part of a musical composition to an article or other contribution t.- a
copyrighted collection or periodical issue. Any standard which would require a
determination as to wvhat is a "small part" of a musical composition is unrealistic.

2. Section (d) 12) would plermit the library or archives to supply a copy of an
entire musical conlposition Mithout any requirement on the part of the user to
establish to the satisfaction of the library or archives that an unused copy cannot
be obtained through conlillniy lknown trade sources. 'Minus this, the likelihood
of an investigation by the library or archives on its own initiative is reduced if
not entirely elimlinated. The section would be inequitable and unworkable.

3. Section (d) (3) is oplposed on the grounds that it is meaningless. The library
or archives should lbe required to reproduce on all authorized copies of copY-
righted material supplied by it the same copyright notice as appears on the
copyrighted work itself and a caption "Authorized Reproduction".

In an, event this requirement should be added to Section 108.
MLPA, along with National MtLsic Publishers' Association anl 'Masic Library

Association has long recognized the problemn created by out-of-print copyrighted
music for users and libraries. As a result, these organizations developed and
approved a form of LIBRARY REQUISITION FOR OUT-OF-PRINT COPY-
RIGHlTED .MUSIC, copy of which is attached hereto. This form has been in use
for a nunlber of years and represents a practical approach to the problem. It is
submitted that this approved method of doing Lusiness enhances the wisdom of
excluding a musical work from Section 10S.

Attachment.

LInIARY REQUISITION FOR OUT-OF-PRINT COPYRIGIITED 3MUSIC

This form approved by .Music Library Association (",MLA"), Music Publishers'
Association ("MIPA") and National 'Music Publishers' Association ("NMPA").
To -------------------------------------------- Date ----------------------

(name of publisher)
We require, for library use, the work (s) entitled:

1. If in print, please send us _..-------- copies of the work(s) and bill us.
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2. If iermnanently out of print. please .ign the duplicate of this form, lhich
shall con.ltitute lperinissiol I,y you to us to imake or procure the maki;ng
of .------_-- copies of the work(s), but only on the following conditons:

(a) The copyright notice shall be shown on all copies
(b) All copies shall be used for library use only.
(C) No recording use or plerformnlance for pru..t use or use other than library

use shall lie made of any copy unless such u.se .shall lie expressly licensed
by you or an agent or organization acting on your behalf.

(d) We shall pay ---------- for the right to copy pursuant to this permission
but not otherwise.

(e) We (do) (do not) own a copying machine.
3. If any work referred to above is unI,ublished and available on loan to us.

please advise the terms and conditions of such loan. If not available to us,
please insert an X here - and return the duplicate of this fomn to us
promptly.

4. If any work referred to above is not in your catalog, please insert an X
here ---------- and return the duplicate of this form to us promptly.
Very truly yours,

Agreed to:

----------------------------- By --__By- ......
(name of publisher) (nanime of library)

This form should be prelIlred in duplicate. Additional copies may be secured
front MILA or MPA. (;09 Fifth Avenue, N.Y.. N.Y. 10017, 4th floor, or NMIPA.
400 Park Avenue, N.Y., N.Y. 10022.

SUPPLE-MENTARY JOINT STATEMENT ON S. 1361 OF TIlE NATIO:AL ASSOCIATION OF
iBROADCASTING AND TIHE ASSOCIATION OF MAXIUNIUM SERVIC'E TEI.ECASTrltS

This Supplementary Statement is addressed to the nmodifications %Nhich the
National Association of Broadcasters (NAB) and tile Association of MIaxi-
mum Service Telecasters (MIST) believe should be made ill the provisions of
S. 1361 bearing upon cable television (CATV). It also considers som2 aspects of
the oral and written statements made or submitted by representatives of cable
interests before this Subcommittee on August 1, 1973. Finally, as indicated in the
statement of NAB President Vincent T. Wasilewski at the August 1 hearing. it
deals with the question of copyright liability for cable retransslmission of :i4,rting
events, as to which broadcasters were not requested to testify on August 1.

In introducing S. 1361 in 'March of this year, Senator iMcClellan noted that the
CATV provisions would have to be revised in the light of events t',at have oc-
curred since the bill was originally drafted in 1969. Those events include, mo.tt
notably, two critical developments. The lirst a as the November 1971 Consensus
Agreement (Appendix A), which broke the impassc among broadcasters, cable
interests, and copyright owners over CATV copyright and o,ther matters relating
to cable television. The second was the implementation of all of the Consensus
except the copyright aspects in the form of new cable regulations adopted by tile
Federal Communications Commission lii February, 1972, which termilnated the
freeze on CATV development and established the conditions for expansion of
CATV throughout the country. This second development provided the CATV
interests, but not the broadcasters or the copyright owners, with 'he principal
benefits promised them by the Consensus.

Although the Consensus Agreement was generally more favorable to CATV
than to broadcasters or copyright owners, all the parties who a ~pted it com-
promised deeply entrenched positions as to the extent anil terms ot the copyright
liability of cable systems and as to the regulatory conditions under which sullh
systems should be permitted to operate. The Consensus provided that the parties
would support legislation implementing its provisions relating to copyrigl.t, and
the Federal Communications Commission promptly implemented the regn,latory
provisions in the expectation that implementation of the copyright provisions
would follow.

It is clear that th, Commission adopted the Con, :nsus specifically because of
the copyright provisions. It promulgated its cable regulations conforming to the
Consensus only after its Chairman had solicited and received the advice of Sena-
tor McClellan, as Chairman of this Subcommittee, that FCC Implementation of
the regulatory provisions of the Consensus would "markedly facilitate passage
of copyright legislation," and that the entire Consensus was, In his view, '"in
the public interest and... a reasonable compromise of the positions of the various
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parties." (Appendix B). On the strength of this assurance from Senator Mc-
Clellan, the Commission then concluded that its adoption of the Consensus would
"markedly serve the public interest."

Having agreed to the Consensus, NAB and MST support enactment of the
copyright legislation contemplated by that Agreement, although our support
deplends on the implementation of the entire compromise. Adhering to the spirit
of the Consensus as well as to the letter, we have joined with the copyright
owners in drafting revisions of Section 111 and certain other provisions of S.
1361 which would achieve this result. A copy of the Revised Text we propose is
attached as Appendix C. Ever since the Consensus was agreed to, NAB and
MIST have tried repeatedly to induce the National Cable Television Association
(NCTA), which formally accepted the Consensus on the same day as the NAB,

to join them in this effort, but NCTA has consistently refused.
Our Revised Text does not afford either broadcasters or copyright owners the

full protection to which we believe they are entitled. In particular, the grant of
broad compulsory copyright licenses for CATS restransmission of the signals and
programs of broadcasters gives cable systems an unfair competitive advantage
over broadcasters and an unfair bargaining advantage in dealing with copyright
owners; in effect, it also provides them with a subsidy out of the pockets of
copyright owners and competing broadcasters in the form of lo ver fees than
they would pay if they had to bargain for a licen.e. The exemption from normal
coIpyright liability conferred upon small cable systems, of course, is a straight
subsidy payable to such systems out of the same pockets. In addition, under the
compulsory license granted by the Consensus, copyright owners and broadcasters
will enjoy substantially less exclusivity protection in markets below the top 50
than they could ordinarily expect vis-a-vis other broadcast stations. We are
nonetheless supporting these and other unfavorable provisions of the Consensus
Agreement because we solemnly undertook to do so, and because in so undertak-
ing we were assured of comparable support fromn NCTA for the critical copy-
right protections provided elsewhere in the Consensus.

We recognize that Congress is not bound by the copyright terms of the Con-
sensus, any more than the FCC wvas bound to adopt its regulatory provisions.
Nonetheless, prior to the Consensus the Chairman of this Subcommittee re-
peatedly urged the parties to seek a compromise over the intractable copyright
i,'-ues which had long-delayed enactment of copyright revision legislation. Tihe
b.yailt.,an and the FCC have emphlasized that the compromise actually negotiated
is reasonable and in the public interest. The FCC acted in reliance on the Con-
sensus in issuing its 1972 cable regulations. In these circumstances, failure to
implement the copyright provisions of the Consensus could only encourage abuse
of the legislative and administrative processes by future liarticipants, and im-
plementation of the copyright provisions of the Consensus is the appropriate
means to serve the public interest.

TIIE CONSENSUS COMMPROIISES

The Consensus Agreement was to have ended years of conflict over a var'etv of
issues relating to CATV copyright liability, including such basic ruestions ..s
whether cable retransmission should lie given the extraordinary privilege of
a compulsory copyright license and what protections should be provided for
broadcast stations, with v;hich cable competes but on which it must l-so rely for
the bulk of the programs it supplies.

As the Court of Appeals recently held in Coltin1,ia Broadcae!i,.., lemts, Inc.
v. TelePromnpTer Corp., --. ___ F.2d ------ (2d Cir., Docket No. 72-1800,
MIarch 8, 1973), cable systems are subject to copyright liability under present
copyright laws when they retransmit distant signals NVhichl could not be taken
off the air by a local antenna without the aid of mnicrowvave relays. Except in
localities where there are peculiar difficulties in receiving local signals, the
ilmpll,rtation of such distant signals via inicrovwave is the princilpal servic.e pro-
vided by CATV to its subscribers. Nonetheless, salthough cable systems have
been spreading rapidly, they have jet to pay copyright oNwners anlything for the
programs they retransmit.

Present law aside, cable systems have in the past argued that they should
be exempt from copyright liability because copyright owners are fully reimlbursed
by broadcasters for the use of programs retransmitted ty cable. Even if this were
true, it is not clear why profit-making cable systems sl:.uld be given a free ride
at broadcasters' expense instead of paying their share o' copyright costs. But the
truth is that the importation of distant signals to compete with the signal:; of



623

local broadcasters does not leave intact the revenues of either broadcasters or
copyright owners. The proliferation of distant signals in a local market frag-
nlents the local audience, thus reducing the advertising revenues of local broad-
casters and in consequent the amount of tue copyright fees they con pay. This
revenue loss is not offset by increased revenues to-the broadcasters whose sig-
,als are carried by cable to distant markets, because such fragmental increases
u an broradcaster's audience in the form of distant viewes cannot ordinerily be

.sld to advertisers. Local adverti.se.s obviously have no interest in paying to
have their messages tranmaitted. to distant nmarkets, and national advertisers
have consistently found it uneconomic to sell in a market through retransmir-
sion of diStant signals. Clear channel ladio stations, fcr example, which can bc-
heIlrd at night over all or most of the United States, cannot sell their distant
audiences to advertisers to any significant degree, and the scattered pockets of
distant audiences gained through cable are even less appealing;L

Illdeeld, one of tne two principal audience rating services, on which advertising
rates are babed, does not even attempt to report the size of distant audiences ac-
quiced through cable. Thus, it Is clear that under an equitab!e copyright systeml
designed to encourage programn creativity, cable bhould pay its way like other
IIuseP's.

Cable interests have also earnestly contended that even if they must pay some-
thing, they should not have tobaigalin for copyrights as broadcasters must do.
They have argued that a cable system cannot possibly identify and then negotiate
'a ith the copyright owners of each of the multitude of progranls it carries. Theb.e
difficulties, it is is fair to say, have been exaggerated out of all proportion to
their actual substaace. The netessary information as to copyright owners can be
obtainled from the networks and the stations whose signals are carried. And the
number of copyright owners of television progran. s carried by a typical cable
systenl is in fact relatively snall. The stations trht are carried, the networkl;s,
se eral ,n.ajor film producers, and-a relatively smal number of distributors ac-
count. for che great bulk of copyright program material. Nothing prevents cable
:systen,l ' from negotiating schedules of rates for all available combinations of
prngranms offered by each of these owners, with the aid of a common NCTA
negotiating office if .ecessary, alid then simply determining from the schedules
the amount-of tile fees that are due on the basis of the progranis actually retrans-
nitted. The music plblishers, through ASCAP. have worked out such a solution
for dealing with the difficulties they coafronted in negotiating copyriglht licenses
for countless renditions of their innumerable musical compositions. The free
market hlis a way of generatillg a solution to such problems in the absence of
legislative intervention.

Another issue with respect to CATV retransmlission copyright liability has beenr
the exte:lt of the exelusitity rights vhich broadcasters and copyright owners may
enmfrce against cable systems. A critical term of any copyright license is the
extent to which it protects a licensee front competing dliplaye of-the same per-
formuance or work. Broadcasters and owners commonly negotiate exclusivity rights
pirotecting the licensee against the broadcast of a' licensed progranl by another
l,roadlcast btation in the same market wvithin a slecified tine of the licensee's own
broadcas.t. It has consistently been the lp)sition of- broadcasters and owners tilat
they should be entitled to the samle freedom-to negotiate exciusivity rights against
comlpeting trans.missions-by a cable system importing a distant signal as they
hat e ag.ainist conlipeting tralllmissions by other lhcal broadcast stations. Respon-
sible calle spokesmen, including XCTA, have generally-con;ceded that cable sys-
tem,,l slhould be sublject to some exclusivity, but they lIave contended that the
lierllissible degree of exclusivity sllould he sharply circulnscribed.

T''hese and other issues were compromised in the Consensus Agreement. Tlhe
prlncipal terns of the compromise were the;e:

Large cable sys,teins would be subject to copy-rigllt liability, but small systems,
i,e., indelendently owvned systcms with fewer than 3500 subscribers, would be
exempnlt from payment of colpyright fees.

I It iY possible that at some time in the future the importation of distant signals will11
lend In a few ca..es to emergence of powerful Independent stations in major markets suiCh
as New York nnd Los Angeleq, which will be so widely mcrried on cable systems that, lil;e
nantlnal networks, they w'li he able to sell a portion of their distant audiences to
advertisers, rnd copyright owners will be ible to share In their added revenues. If so. the

Inoss of rrvenmus to copyright owner. on .. cr.unt of cable competition might be reduced to
some extent, but there would still be a large net loss. alid the ennsenuences for most

blrondlCnstots, for local broadlasting g:nelally, and for the public would- be highly
injmrious.
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-All cable systems would receive a compulsory copyright license for signals
and programs carried in compliance with the regulatory provisions of the Con-
sensus, which were adopted in the form of the FCC's 1972 cable regulations,
ineltlding those relating to sucs matters as number of signals, mileage zones, and
leapfrogging. Bus cable systems would have to bargain like everyone else for
coplyright licenses to programs taken from any additional or nonconforming
gignals which the FCC migillt subsequently pelmit them to carry. And the fees to
be paid under the compulsory license would be determined by arbitration in the
absence of agreement among the parties.

-Broadcasters would enjoy exclusively rights for non-network programming
only in the major television markets, and their rights would be limited even
there in markets below the top 50.2 For network programs, broadcasters would
receive a narrow nonduplication right. The copyright law would provide broad-
casters with machinery to enforce their exclusivity rights in the courts.

TIIE PROPOSED REVISIONS IX S. 1361

The Revised Text of the cable provisions of S. 1361 attached as Appendix C
faithfully adheres to the terms of the 1971 Consensus, including those that are
unfavorable to broadcasters and copyright owners. The principal changes from
the.present text of S. 1361 are summarized below.

1. C'ompulsory License.-Section 111(c) (1) (C) of the Revised Text confers
a compulsory copyright license on cable systems wherever the signals carried are
contemplated by and consistent with the FCC Rules of February 12, 1972, im-
plenienting the Consensus. These Rules authorize a cable system to carry all local
signals and all signals that are "significantly viewed" locally; a full complement
of the television networks; a quota of distant independent station signals depend-
ing on the size of the television market in which the system is located, provided
that under the so-called "leapfrogging" provisions signals imported from any of
the top 25 markets must come from one of the two closest such markets; and all
"grandfathered signals"-i.e., all signals not (otherwvise authorized which were
lawfully carried by the system prior to 'March 31, 1972. The Rules also establish
exclusively rights whereby local television stations may protect themselves
against si;nultancous carriage of their network programs on. imported distant
signals (with special relief for time-zone problems), and in some markets again.st
repetition of their -non-network programs on distant signals imported by cable
within periods-of time that vary according to the size of the television market.
Under the Revised Text, the compulsory license would cover all signals author-
ized by the 1972 Rules if carried in compliance with the exclusively provisions.

2. Limitations on Srope of Compulsory Liccnse.-Conversely. Section 111 c)
(2) (A) of the Revised Text provides that cal;e retransmissions are subject
to full nonnrmal copyright liability whenever they are inconsistent with or in
excess of those contelnplated by the 1972 Rules. This provision ensures that the
compulsory license conferred on cable systems does not delegate to the FCC the
power in effect to revise the copyright law whenever a majority of the Com-
mission concludes that its rules concerning CAT\' should be altered. The limita-
tions thus imposed on the scope of the compulsory license are not regulatory
in nature They do not affect the COmllmission's freedom to regulate. To the
contrary, tlcy ensure that the exercise of the Conlmission's unfettered regula-
tory power will not have the incidental legislative effect of modifying the
colyright treatmlent prescribed by Congress.

Tlhus, future FCC regulations might permit cable systems to carry station
signals or programs as to which carriage is not permitted under the 1972 Cable
Rules. In that event, cable systems would be free to carry the additional or
differentt signals or progralns, but they would have to obtain a copyright license
like any other user. Whatever justification there may ble for a compullsory license
tor the bulk of a system's programs in terms of the alleged burden of multiple
negotiations, it is clear that negotiating copyright licenses for a signal or pro-
grams in addition to those now authorized would not impose a burden requiriing
the special privilege of a compulsory license. NCTA recognized as much whllen
it acctpted the Consensus limitations on the scope of the compulsory license.

Authorization for carriage of additional signals or programs could result from
changes in a variety of different Commission Rules, including (a) those whicll

:NAB and MST offered to reduce the scope of the exclusivity rights In the largest mar-
kets In exchange for some protectioa, or less restricted protection, In smaller markets,
but the cable Interests refused.



625

slpecify what signals may be carried by stations in various categories of television
markets, and those whllich locate and categorize slecilic television markets (Susb-
part D of the 1972 Rules); (b) those defining the programs as to wxhich broad-
various definitions of terms emniloyed in tile above-nlenitioned l les (Sectionl
cast television statiolx. may claim exclusivity rights (Subpart E)); and (c)
various definitionl of ternls employed ill the abo e-nlentioned Ruleb (Section
76.5 (a), (f), (g), (h). (i), and (o) througl (u)). For examlnle. tile Colmmission
nmiglt directly authorize the carriage of an additional distant signal by stations
in a particular market category. Or it migllt authorize an additional signal by
changing the category cf a particular nlarket or the definition of a narket cate-
gory, by expanding the 35 imile zone which determines what signals are subject
to carriage as local sigilals, or by changing the definition of the bignals that ilnibt
be carried as 'significantly s iewed." Or the Comnmlisbion might change its 'leap-
frogging" rules so as to permlit carriage of signal fromn markets not now author-
ized. Similarly, by clanges in the CATV exclulsivit3 rules or the definitions on
which they delpend, cable bsvtems mighlt lie authorized to carr.N individual pro-
grams as to which a valid exclusivity clainl migllt otherwise have been asserted.
For all sucl signals or programns not authorized under the present rules, Section
1ll(c) (2) (A) simply provides that the coimpl.sory copyright licenlle will not
al)l)ly.

3. Arbitrations. of Fee Disptutcs.--As contemllplated by tile Consensus. Section
111(d) (2) (B) of the Revibed Text establislhe. a meehanisnlll for tile arbitration
of disputes over the amount of fee.s to be paid purriuant to a comnpulsory license if
tile parties cannot agiee. We believe that this pro; ision would re.,sult in fee levels
lower thaln Ltoe that would prevail under free mlarket conditions, hllere tile
copyright owa.er has the option of simplly refusilig to :-ell at an unsatisfactory
price. Nonellhless, it w-vtuld mnitigate the bargaining disadvantage imposed iby the
comllpilsory ou,ners by enablinlg him to seek fueb wvhich a neutral expert body
would regard as just and reason'able.

The arbitration provisioin replaces the schedule of fees between 1% and 5%
of gross receipts that A, ould be imnposed by statute for the first three ye..rs under
S. 1361 as written. A. -tllh NCTA represen:tative.s lio testified before this Sub-
conmmlittee on August 1 expressly recognized. this fee schedule is iiecestaril)
arbitrary, bince ano Congresbional hearings or Studlies. ha~ e been conducted on the
apl)ropriate fee lesels for cable systems alld ince the questions in olved arle bothl
novel and complex.

XCTA as.serts that it prefers an arbitrary statutory solution because toO, muchl
time will be required for an arbitral tribunal to acquire and analyze tile data
necessary to a reasoned conclusion. Thle Revised Text mleets this objitction by
simply relieving cable sbytemls of fee obligationis for a.s nmucll as another year after
enactment (if thle legislation, if it takes that long for tle tribunal to render its
decision, and by providling that, if the tribunal takes longer than1 a year, its deci-
sion Ai ill be applied retroactively Leginning 12 nloltl hs after the date of enactment.
NCTA's lame contention that such a delay in determining the amount of thle
copyright liability would prevent cable systemlli fromn obtaining needed bailli
financing flie., in the face of both commlllon sense and cable experience. The experi-
ence is that a number of cable systems have received substantial balnk conlllit-
ments in the sllhort tinle since the TceleProumpTcr decision specifically establishlled
their liability under present copyright hlav; indeed, TelePronlpTer itself has
obtained a credit of $150 nillion from a group of banks headed by First National
BIank of Boston. (Cable Nlews, May 28, 1973.) Thle common sense is that, if banl;s
would wvithhlii funds because of uncertainties -as to the anount of copyrigllt
liability, the problem will not be solved by fixing a schedule for only tile first
three years of copyright liability, since cable systems need and seek loans for
iluch longer ternls than three years and since cable representatives insist tll;ht
the amount of tile fees initially fixed by statute w ould not be taken as relex ant in
determining what fees are just and reasonable thereafter.

It is not surprising that cable interests prefer the extremrely low fee levels pro-
posed in S. 1361 to just and reasonable fees determined in the most objective pos-
,ible way, but they agreed to forego this exceptionally favorable treatment in
favor of arbitration. The appropriateness of arbitration in the event of the par-
ties' failure to agree is hardly diminished, as tile NCTA witnesses before this
Subcommittee curiously implied, by the fact that the parties have indeed failed
to agree on fee amounts.

4. EBxenmption for Smnall CATV Systems.--Section 111(d) (2) (C) provides an
exemption from fee liability under the compulsory license for cable systems serv-
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ing less than 3500 subscribers which were in lawful oIerati(ol prior to March 31,
1972, provided that they are not under common ownership or control with other
cable systems serving in the aggregate more than 3500 subscribers. This provi-
sion honors the commitment of broadcasters and copyright owners to support
such an exemption. It affords full protection for the dwindling number of so-
called "rmom and pop" cable systems which are not controlled by large multiple
system operators, whose needs are regularly invoked ly NCTA representatives to
substantiate hardship pleas for the cable industry as a whole.3

In this connection it should be noted that the plrepared testimony of Mr. Gt ,rge
Barco on behalf of cable interests submitted to this Subcommittee as of Augu.st 1,
which appears to spurn the Lenefit of this exemption, in fact claims the exemption
in a different form. Barco pruloses that, in lieu of the exemption for systems with
fewer than 500 suberibers, there should be an exemption for all systems for the
first $200,000 of annual gross receipts. Note that a system with 3500 subscribers
charging a fee of $5 per month would have annual gross receipts of just over
$200,000. There are two significant differences between the Barco proposal and
the Consensas exumption. The first is that 'he Barco proposal would provide a
wholly unjustified x indfall exemption to evtry cable system in the country with
Umore than 3500 subscribers. The second is that an exemption defined in Mr.
Barco'.; way enables him to avoid rel.ing expressly on the Cunsensus as the basis
for claiming the exemption.

5. Exclucsivity riB-a-ri8 Signals and Programls Not Authlorizcd Under Present
Ri:tlcs.-As indicated alove, the Comnmission's Rules limit the exclusivity lights

hllich broadcasters can negotiate with copyright ownen- and then asssert against
cable retransmissions c(vered by the compulsory license. Section 111(e), of the
Revised Text provides that. if the FCC shou'd authorize carriage of signals or
programls not subject to compulsory copyright license, it will not restrict the
broadctsters' exclusivitY' rights vis-a-vis such cable retransmissions to any
greater extent than it restricts their exclusivity rights i is-a-vis other television
broadcast stations. This provision implemcnts an express term of the Consensus
and plre.serves the basic priiicil!e of the Consensus that privileged treatmecnt for
cable .s-stelns in mnlters that are essentially of a copyrillht natur should not
extend( to signals or programls nlot authorized under the 1.972 Rules. Section 111
(e!) I.makes clelar that this assurance as to treatment under tlle-copyright law in
no w~ay limits or preempts thle FCC's statutory authority to regulate the opera-
tions of broadcast stations or cable systems pursuant to ann othler Act of
Congress.

6. RA.irgt of Elforccntert.-The Revised Text also adds a new subsection to
Section 501 of S. 1361 to p)rovide that television 'rroadcasters will have the same
righllt of judicial enforcellment as copyright owners with respect to actional)le
infringements of copyright resulting from a cable lrtransmission within the
liroadtcalttr's local service area. This ;)rovision also implelments an express term
of the Coyo.elnsus. Its effect is simlly to ensure that broadcasters, like copyrigllt
,l'whters, will have effective judicial remedies to enforce 4:uchl copyright pr(o
teti :nis vis-a-vis cable systems as remain to them under the Consensus. Tliis
pro. isiun is of particular importance in the enforcement of exclusivity terms of
copyright license.s, as to which it is the broadcaster rather tltan the copylrighlt
owner Nxhich haln the prinmary interest in enforcement or the practical ability to
enforce.

TIHE CONSENSUS STIOULD BE INMPLEMENITED

In their testimony before this Subecolmittee on August 1. NCTA officials ap-
peared to be trying to imack away from their conmmitment to supp)rt coryright
legislhtionl in Iplementing thli Con.belsus Agreement. They pressecl for enactment
of thfe MatnutAry fee ;schedule contained in S. 3361 rather than the arbitration
provisions they had agreed to sulpport in its place. They did not affirmatively sup-
port a modification of Section 111 to establish the limitations on the scop,. of tile
cvnpul.s)ry license which %Nere the heart of the Consensus A.greement. And the.
propsed revisions of their own in S. 1301 which are inconsistent with the Con-
sensus. (NCTA's proposed revisions are discussed in Appendix D.)

Cablle interests have alre.,dy ( btained- the benefit of the regulatory provisions
of the Consensus in tile forill of the FCC Rules ending the freeze on CATV and

The Consensus further protects the "mom and pop" systems through the "grand-
fatLer" rrovlsion which csempts all cable s. stems lawfully operating on Mar. 31. 1972, from
the obligation to respect. exclusivity rights. Most of the *mom andl pop" systems estab-
lshl(ed or likely to be established were In operation before 1972.
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authorizing cable systems to import new distant signa's. At last count a total of
1,104 cable systems have been granted certificates of Ciompliance with the 1972
Rules, including 400 new systems. (Cable Netcs, July 30, 1973.) The FCC accorded
cable interests these early benefits, with the support of broadcasters and co(py-
right owners, in reliance on NCTA's promise that it would support implementa-
tion *U'tlie'rest-of'the Consbi;sus.''The time-has come for-NtCTA ton/lketgoodo'o, i
that pledge.

I e find it difficult to believe that a responsible organization would renege on
such a pledge under these circumstances. Indeed, in their testimony before this
Subcommittee its officers offered scarcely a figleaf of justification for their
apparent retreat from the Consensus. When NCTA President Foster was asked
about the Consensus by the Chairman, he said NCTA's position was that the
Consensus had been useful to get the parties off dead center, but now that its
purpose had been served, the parties had "moved beyond the Consensus." This
response sounded very much as if he were simply saying that NCTA had alleady
gotten what it wanted from the Consensus, and so had no rea. ci to honor it.

NCTA's difficulties in finding a tenable rationalization for a retreat from the
Consensus is also apparent in the testimony of XNCTA National Chairman Hos-
teLter. He acknowledged that the question concerning the Consensus had not
been adequately dealt with in President Foster's testimony. But his explanation
was that NCTA had never liked the Consensus and had accepted it only under
extreme pressure. In fact, as with most compromises, none of the parties was
pleased with the Consensus: but once they reluctantly agreed to it, the other
parties kept their word. Cable interests have not hesitated to invoke the Con-
sensus when it has served their purposes. They invoked it aggressively in con-
nection with the FCC proceedings leading to the adoption of the 1972 Rules.
Indeed they invoked it only a few weeks ago, in a Statement of Position on
S. 1361 circulated to their members, in support of their claim to an exemption
for cable systems with fewer than 3500 subscribers.

The justifications for attempting to back away from the Consenstis suggested
half-heartedly in President Foster's prepared testimony on August 1 only under-
line the flimsiness of the available pretexts. 'Mr. Foster says that "mailer broad-
cast interests" such as CBS and a television Station in Las Vegas did not abide
by the Consensus, without mentioning that those "interests" were not parties to
the Consensus (or that their opposition was in fact unavailing). He says that
"to the best of our knowledge" the FCC's position is still the pre-Consensus posi-
tion stated in a letter from Chairman Burch to Senator Pastore of ,March 11,
1970, without mentioning either the letter of Chairman Burch to Senator 'McClel-
lan of January 26, 1972, endorsing the Consensus, or the Commnission's own
explicit endorsement. of the Consensus in adopting the 1972 cable r gulations. And
hle;says, contrary to the fact, that the FCC "did not adopt rules v-hich colnported
in all respects" with the Consensus. His sole illustration of this unsupportable
proposition is a provision in the network exclusivity rules for special relief to
broadcasters in the smaller markets of the Rocky MIountain time zone, where
the Commission concluded that the simultaneous exclusivity rule is uniquely
ineffective to protect a station's network programming, because prime time view-
ing hours do not coincide with any network feed of prime time programs and
many stations therefore broadcast these programs on a delayed basis or out of
sequence. Far from being inconsistent with the Consensus, this provision imple-
ments an ~xpress term of the Consensus calling for "special relief for time-zone
problems" from the rule of simultaneous-only exclusivity for network program-
ming.

COPYRTGIIT LTABIT.TY FOR I.MPORTED SP'ORTS PROGRAXMS

In testimnony before this Subcommittee, N'C-TA argued strenuously for deletion
of Section 1ll(c) (4) (B) of S. 1361, a provision which is not treated one wa .'
or the other by the Consensus. That provision subjects to normal copyright liabil-
ity a cable retransmission of a professional athletic contest carried on r. listant
signal into the local service area of television broadcast stations none of which
has received permission to broadcast the contest. NAB and MST support reten-
tion of this provision as written, and have accordingly included it in the Revised
Text as Section 111 (c) (2) (B).

Contrary to the repeated assertions of NCTA witnesses, the sports provision
does not impose a "black-out" of sports contests. It simply requires cable systems
to negotiate for copyright licenses to retransmit a professional athletic event if
.the local television broadcast stations with which they compete have not been
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authorized to broadcast the event. There can be no argument that cable systems
need a compulsory licens.e for such individual sporting events because of any
burden of identifying or negotiating with the copyright owners. Any different
treatment of cable systems front the treatment accorded broadcast stations in this
respect would be grossly discriminatory against television broadcast stations.

_Moreover, it would.effectively destroy the ability of athletic teams-to assure the
continued availability to the viewing publlz of games of special local or regional
interest over free television broadcast stations. This result is not in the public
interest.

Professional sports ale now televised in great variety throughout the United
States. This variety is made-possible by the broadcast of different games in differ-
ent areas of the country. In sports such as football, baseball, basketball, and
hockey, each area of the country receiv2s one or two games at a particular broad-
ca.t time, but the total number of games broadcast throughout the country at
that time may be quite large. If CATV retransmits all these games into a particu-
lar local market at once, the resulting fragmentation of the local audience would
destroy the market for broadcast of the local team's games unless the team or a
particular contest happened to have great attraction for a national audience.
The foreseeable result of granting cable systems a compulsory license to import
broadca.,t signals of distant games which are not sold-to local broadcasters, would
Ie to reduce the number of games broadcast in the various regions of the country
in favor of a few selected national games. The revenues of local teams would
sulfer as a result, and local audiences would be deprived of the opportunity to see
ganmes of teams with particular local or regional appeal. Even if Congress should
conclude that this is a desirable result, it would Le inappropriate to implement

tehil a policy by granting special copyright privileges to cable systems and per
initting them to subvert limits on the transmission of distant games still imposed
on broa deasters.

Indeed, there is much to be said for the proposition that cable systems should be
prohibited from carrying any football, baseball, basketball, or hockey game that
has not been offered to a free television broadcasting station in the same market
However. this is a question of regulatory policy, r.ot a copyright question, and
accordingly we do not contend that it should be reflected in S. 1361. But since
there is no conceivable justification for granting cable systems a compulsory li-
cense to carry such games, the copyright bill should include a provision denying
cable systems such preferential copyright treatment.

[APPENDIX A]

CoNsENSUS AGREEMENT

FULL TEXT OF TIlE CONSENSUS AGREEMENT ACCEPTED BY REPRESENTATIVES OF
BROADCASTERS, COPYRIGIHT oWNERS, AND CABLE SYSTEMS IN NOVEMBER 1971

Local siignals.-Local signals defined as proposed by the FCC, except that the
significant viewing standard to be applied to "out-of-market" independent sta-
tions in overlapping murket situations would be a viewing hour share of at least
2% and a net weekly circulation of at least 5%.

Distant signals.-No change from what the FCC has proposed.
Excllusivity for nonnetwtorkl progqranting (against distant signals only).-A

series shall be treated as a unit lor all exclusivity purposes.
The burden will be upon the copyright owner or upon the broadcaster to notify

cable systems of the right to protection in these circumstances.
A. Markets 1-50.

A 12-month pre-sale period running from the date when a program in syndica-
tion is first sold any place in the U.S., Iplus run-of-co-itract exclusivity where
exclusivity is written into the contract between the stat.on and the program sup-
plier (existing contracts will be presumed to be exclusive).
B. Markets 51-100.

For syndicated programing xhiclh has had no previous non-network broadcast
slloving in the market, the following contractual exclusivity will be allowed:

(I) For off-network series, commencing with first showing until first run
completed, but no longer than one year.

(2) For first-run syndicated series, commencing with first showing and for
two years thereafter.

(3) For feature films and first-run, non-series syndicated programs, commenc-
ing with availability date and for two years thereafter.



629

(4) For other programing, commencing with purchase and until day after first
run. but no longer than one year.

Provided, however, that no exclusivity protection would be afforded against a
program imported by a cable systemn during prime time unless the local station is
running or will run that program during prime time.

Existingcontracts will beIpresunied to be exclusive. No preclearance in these
markets.

C. Smaller Markets.
No change in the FCC proposals.
Exclusivity for network programling.-The same-day exclusivity now provided

for network programing would be reduced to simultaneous exclusivity (with
special relief for time-zone problems) to be provided in all markets.

Leapfrogging.-(A) For each of the first two signals imported, no restriction
on point of origin, except that if it is taken from the top-25 markets it must be
from one of the two closest such markets. Whenever a CATV systexm must black
out programing from a distant top-25 market station whose signals it normally
carries, it may substitute any distant signals without restriction.

(B) For the third signal, the UHF priority, as set forth in the FCC's letter
of August 5, 1971, p. 16.

Copyriqght lcgislation.-(A) Al' parties would agree to support separate CATV
copyright legislation as described below. and to seek its early passage.

(B) Liability to copyright, including the obligation to respect valid exclusivity
agreements. will be established for all CATV carriage of all radio and television
broadcast si:<nals except carriage by independently owned systems now in exist-
ence with fewer than 3500 subscribers. As against distant signals importable
under the FCC's initial package, no greater exclusivity may be contracted for
than the Commission may allow.

( C) Compulsory licenses would be granted for all local signals as defined by the
FCC. and additionally for those distant signals defined and authorized under the
FCC's initial package and those signals grandfathered when the initial package
goes into effect. The FCC would retain the power to authorize additional distant
signals for CATV carriage: there would, however, be no compulsory license
granted with respect to such signals, nor would the FCC be able to limit the scope
,of exclusivity agreements as applied to such signals beyond the limits applicable
to over-the-air showings.

(D) Unless a schedule of fees covering the compulsory licenses or some other
payment mechanism can be agreed upon between the copyright owners and the
CATV owners in time for inclusion in the new copyright statute, the legislation
would sinmply provide for compulsory arbitration failing private agreement on
copyright fees.

(E) Broadcasters, as well as copyright owners, would have the right to en.
force exclusivity rules through court actions for injunction and monetary relief.

Radio carriage.-When a CATV system carries a signal from an AMl or FMI
radio station licensed to a community beyond a 35-mile radius of the system. it
must, on request, carry the signals of all local AM or F.% stations, respectively.

Grandfathering.-The new requirements as to signals which may be carried are
applicable only to new systems. Existing CATV systems are "grandfathered."
They can thus freely expand currently offered service throughout their presently
franchised areas with one exception: In the top 100 markets. if the system ex-
pands beyond discrete areas specified in FCCO order (e.g., the San Diego situ-
ation), operations in the new portions must comply with the new requirements.

Grandfathering exempts from future obligations, to respect copyright exclusiv-
Ity agreements, but does not exempt from future liability for copyright payments.

[APPENDIX B]

EXCHANGE OF CORRESPONDENCE BETWEEN FCC CHAIRSMAN BURCII AND
CHAIRMAN MCCLELLAN

FEDERAL CONMMUNICATIONS COUMMISSION,
Washington, D.C., January 26, 1372.

Hon. JoHN L. MICCLELLAN,
Chairman, Subcommittee on Patents, Trademarks and Copyrights, U.S. Senate,

Washington, D.C.
DEAR M&R CHAIRM..AN: This letter is directed to an important policy aspect of

our present deliberations on a new regulatory program to facilitate the evolution
of cable television. That is the matter of copyright legislation, to bring cable into
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the competitive television programming market in a fair and orderly way-a
nLatter with which you as Chairman of the Subcommittee on Patents, Trade-
marks and Copyrights have been so deeply concerned in this and the last Congre.s.

You will recall that we informed the Congress, in a letter of March 11, 1970
to Chairman Magnuson, of our view that a revi.,ed copyright law should establish
the pertinent broad framework and leave detailed regulation of cable television
signal carriage to this administrative forum. In line fith that guiding principle
and a statement in our August 5, 1971 Letter of Intent that we would considetr
altering existing rules to afford effective non-net%%ork program protection, we
are now shaping a detailed program dealing with such matters as distant signal
carr;age, the definition of local signals, leapfrogging, and exclusivity (both net-
work and non-network. That program is now approaching final action.

As of course you know, representatives of the three principal indultries in-
volve¢'-cable, broadcasters, and copyright owners--have reached a coucnsens.
agreegent that deals with most of the matters mentioned above. On the bas.-is of
experience and a massive recordl accumulated over the past several years. we
regard 'lie provisions of the agreement to lie reasonallble, although we d(lobtle.l.-
would ;lot, in its absence, opt ill its precise terms for the changes it contempllates.
in our August 5 proposals. But the nature of consensus is that it must hlolhl to-
gether in its entirety or not at all-and, in my own view, this agreement on bal-
ance strongly serves the public interest because of the promise it holds for
resolving the basic issue at controversy.

This brings me directly to a key policy consideration where year counsel wvould
be most valuable. That is the effcct of the consensus agreement, if ino-rpolrated
in our rules. on the passage of cable copyright legislation.

The Commission has long believed that the key to cable's future is the ressolu-
tion of its statu. vis-a-vis the television programming distribution market. It
has held to this view from the time of the First Report (1965) to the present.
-We remain convinced that cable will not be able to bring its full benefits ttl the
American people lnllss and until this fundamental issue is fairly laid to res.t.
An industry with cable's potential simply cannot be built on so critical an area
of uncertainty.

It has also been the Commission's view, particularly in light of legislative
history, that the enactment of cable copyright legislation requires the consensus
of the interested parties. I note that you have often stressed this very point andl
called for good faith bargaining to achieve such consensus.

Thus, a primary factor in our judgment as to the course ¢f action that would
best serve the public interest is the probability that Comnirnsion imple:mentation
of the consensus agreement will. in fact, facilitate the passage of cable colpyright
legislation. The parties themselves pledge to work for this result.

Your advice on this issue, ir. Chairman, would be invaluable to us as we near
the end of our deliberationls.

With warm personal regards.
Sincerely,

DEAN Buncir, COhairmlllnl.

U.S. SENATE,
COMMITTEE ON TIlE .TUDICIARY,

SUIICOMMITTEE ON PATENT£S, TRADE-.MARKS.
AND COPYRIGHTS,

Was7linglon, D.C., January 31, 1972.
Hon. DEAN BURCeT,
Chairman, Federal Communllications Commi.ssion,
Wa8hington, rD.C.

DEAR IR. CHAIRMrAN: I have your letter of January 26, 1972, requesting my
advice on the effect of the consensus agreement reached by the principal parties
involved in the cable television controversy on the passage of legislation for gen-
eral revision of the copyright law.

I concur in the judgment set forth in your letter that implementation of the
agreement will markedly facilitate passage of such legislation. As I have stated in
several reports to the Senate in recent years, the CATV question is the only sig-
nificant obstacle to final action by the Congress on a copyright bill. I urged the
parties to negotiate in good faith to determine if they could reach agreement on
both the con munications and copyright aspects of the CATV question. I commend
the parties for the efforts they have made, and believe that the agreement that
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has been reached is in the public interest and reflects a reasonable compromise of
the positions of the various parties.

The Chief Counsel of the Subcommittee on Patents, Trademarks and Copyrights
in a letter of December 15, 1971 has notified all the parties that it is the intention
of the Subcommittee to immediately resume active consideration of the copyright
legislation upon the implementation of the Commission's new cable rules.

I hope that the foregoing is helpful to the Commission in its disposition of this
important matter.

With kindest regards, I am
Sincerely,

JOHN L. MICCLELLAN, Chlairman.

[APPENDIX C]

COPYRIGHT REVISION BILL.

REVISED TEXT ON CABLE TELEVISION PROPOSED BY COMMITTEE OF COPYRIGHT
OW% HERS, NATIONAL ASSOCIATION OF BROADCASTERS, AND ASSOCIATION OF MAXI-
3MUM SERVICE TELECASTERS

SEC. 111. Limitations on exclusive rights: Secondary transmissions
(a) CERTAIN SECONDARY TRANS-MISSIONS EXEMPTED.-The secondary transmir-

sion of a primary transmission embodying a performance or display of a work is
not an infringement of copyright if:

(1) the secondary transmission is not made by a cable system, and consists
entirely of the relaying, by the management of a hotel, apartment house, or simi-
lar establishment, of signals transmitted by a broadcast station licensed by the
Federal Communications Commission, within the local service area of such sta-
tion, to the private lodgings of guests or residents of such establishment, and no
direct charge is made to see or hear the secondary transmission; or

(2) the secondary transmission is made solely for the purpose and under the
conditions specified by clause (2) of section 110; or

(3) the secondary transmission is made by a common, contract, or special car-
rier who has no direct or indirect control over the content or selection of the pri-
mary transmission or over the particular recipients of the secondary transmis-
sion, and whose activities with respect to the secondary transmission consist solely
of providing wires, cables, or other communications channels for the use of others:
Provided, That the provisions of this clause extend only to the activities of said
carrier with respect to secondary transmissions and do not exempt from liability
the activities of others with reslect to their own primary or secondary transmis-
sion; or

(4) the secondary transmission is not made by a cable system and is made by
a governmental body, or other non-profit organization. without any purpose of
direct or indirect commercial advantage, and without charge to the recipients of
the secondary transmission other than assessments necessary to defray the
actual and reasonable costs of maintaining and operating the secondary trans-
mission service.

(b) SECONDARY TRANSSMISSION OF PRIMARY TRANSMtISSION TO CONTROLLT.ED
GnoLr.-Notwithstanding the provisions of subsections (a) and (c), the second-
ary tranllmibsiun to the public of a primary transmissicn embodying a perform-
ance or display of a work is actionable as an act of infringement under section
501,anud is fully subject to the remedies provided by sections 502 through 506,
if the primlary transmission is not made for reception by the public at large but
is controlled and limit(.i to reception by particular members of the public.

(C) S:CONDARY TRA;NSMISSIONS BY CABI.E SYSTEMS.-(1) Subject to the pro-
visions of clause (2) of this subsection (c), secondary tranlsmissions to the public
by a cable system of a primary transmission made l,y a broadcast station licensed
by the Federal Communications Commission and embodying a performance or
display of a work shall be subject to compulsory licensing upon compliance with
the requirements of subsection (d) in the following cases:

(A) Where the signals comprising the primary transmission are exclu-
sively aural and the secondary transmission is permissible under the rules
and regulations of the Federal Communications Commission; or

(B) Where the community of the cable system is in whole or in part
within the local service area of the primary transmitter; or
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(C) Where the signals comprising the secondary transmission are con-
termplated by and consistent with section 76.5 (a), (f), (g), (h), (i), and
(o) through (u) and Subparts D and F of the rules and regulations of the

Federal Communications Commission as published in Volume 37, Federal
Register, page 3252 et seq., on February 12, 1972.

(2) Notwithstanding the provisions of clause (1) of this subsection (c), tile
secondary transmission to the public by a cable system of a primary transmis-
sion made a broadcast station licensed by the Federal Communications Com-
mission alho embodying a performance or display of a work is actionable as an
act of infringement, under section 501, and is fully subject to the remedies pro-
vided by sections 502 through 506, in the following cases:

(A) Where the signals comprising the secondary transmission, whether
or not anuihorized by the Federal Communications Commission, are incon-
sistent with, or in excess of those contemplated by, the rules and regulations
of the Federal Communications Commission referred to in subclause (C) of
clause (1) of this subsection (c) ; or

(B) Where the community of the cable system is in whole or in part
within the local service area of one or more television broadcasting stations
licensed by the Federal Communications Commission, and-

(i} the content of the particular transmission program consists primarily
of an organized professional team sporting event occurring simultaneously
with the initial fixation and primary transmission of the program; and

(ii) the secondary transmission is made for reception wholly or partly
outside the local service area of the primary transmitter; and

(iii) the secondary transmission is made for reception wholly or partly
within the local service area of one or more television broadcasting sta-
tions licensed by the Federal Communications Commission, none of which
has received authorization to transmit said program within such area.

(d) COMPULSORY LICENSE FOR SECONDARY TRANSMISSIONS BY
CABLE SYSTEMIS.-

(1) For any secondary transmission to be subject to compulsory licensing
under subsection (c), the cable system shall at least one month before the
date of the secondary transmission or within 30 days after the enactment of th.s
Act, whichever date is later, record in the Copyright Office, a notice including a
statement of the identity and address of the person who owns or operates the
secondary transmission service or has power to exercise primary control over
it together with the name and location of the primary transmitter, or primary
transmitters, and thereafter from time to time, such further information as the
Register of Copyrights shall prescribe by regulation to carry out the purposes of
this clause (1).

(2) A cable system whose secondary transmissions have been subject to com-
pulsory licensing under subsection (c) shall during the months of .Tanuary,
April, and July and October, deposit with the Register of Copyrights, in ac-
cordance with requirements that the Register shall prescribe by regulation and
furnish such further information as the Register of Copyrights may require to
carry out the purposes of this clause (2)-

(9) A statement of account, covering the three months next preceding,
specifying the number of channels on which the cable system made second-
ary transmissions to its subscribers, the names and locations of all primary
transmitters whose transmissions were further transmitted by the cable
system and the gross amounts irrespective of source received by the cable
system.

(B) A total royalty fee for the period based upon a schedule or schedules
to be determined as follows:

(i) Within sixty days after the enactment of this Act, the Register of
Copyrights shall constitute a panel of the Copyright Royalty Tribunal in
accordance with Section 803 for the purpose of fixing a schedule or schedules
of just and reasonable compulsory license fees.

(ii) The schedule or schedules of compulsory license fees shall be deter-
mined by the Tribunal in a like manner as if the Tribunal were convened
to make a determination concerning an adjustment of copyright royalty
rates, provided, however, that Sections 806 and 807 shall not apply and
that the determination of the Tribunal .shall be effective at the end of the
twelfth month after the enactment of this Act or on the date the Tribunal
renders its decision, whichever occurs sooner.

(iii) The Tribunal, immediately upon making a determination, shall
transmit its decision, together with the reasons therefor, to the Register of
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Copyrights who shall give notice of such decision by publication in the Fed-
eral Register nithin fifteen days from receipt thereof. Thereafter, the de-
termination of the Tribunal may be subject to judicial review in a like
manner as provided in Section 809 but no other official or court of the United
States shall have power or jurisdiction to otherwise review the Tribunal's
determination.

(iv) Notwithstanding any of the provisions of the antitrust laws (as
designated in § 1 of the Act of October 15, 1914, c. 323, 38 Stat. 730, Tit. 15
U.S.C. § 12; and any amendment of any such laws) owners of copyrights in
different works and owners of cable systems may among themselves or joint-
ly with each other agree on, or submit to the Copyright Tribunal for its
consideration, one or more proposed schedules of compulsory license royalty
fees, and proposed categories of secondary transmissions and cable systems
for inclusion in any of the schedules to be established or adjusted by the
Tribunal pursuant to this subsection and Section 802.

(C) The preceding subclausL (B) of clause (2) of this subsection (d), shall
not apply to cable Systems that before March 31, 1972, were operating in
accordance with the rules and regulations of the Federal Communications
Commission, served less than 3,500 subscribers, and were not, directly or
indirectly, by stock ownership or otherwise, under common ownership or
control with any other cable systems serving in the aggregate more than
3,500 subscribers, provided that this exemption shall continue to apply as
long as the cable system continues to serve not more than 3,500 subscribers
and is not directly or indirectly, by stockl ownership or otherwise, under
common ownership or control fith any other cable systems serving in the
aggregate more than 3,500 subscribers, and provided further, that sucll
cable system files annually at the Copyright Office in accordance with re-
quirements that the Register of Copyrights shall prescribe by regulation, a
statement setting forth the names and addresses of other cable systems
directly or indirectly in control of, controlled by, or under common con-
trol with the cable system filing the statement, tlc number of subscribers
served by each of such other cable systems; and the names and addresses
of any person or persons who directly or indirectly own or control the cable
system filing the statement and directly or indirectly own or control any
other cable system or systems, and the names and addresses of the cable
systems so owned or controlled. For the purposes of this subclause (C)
or clause (2) of subsection (d), "subscriber" shall mean a household or
business establishment, or, if a hotel, apartment house or similar establish-
inent, it shall mean a lodging or dwelling unit within such establishment
containing a television receiving set.

(3) The royalty fees deposited under clause (2) shall be subject to the fol-
lowing procedures:

(A) During the month of July in each year, every person claiming to be
entitled to compulsory license fees for secondary transmissions made during
the preceding twelve-month period shall file a claim with the Register of
Copyrights, in accordance with requirements that the Register shall pre-
scribe by regulation. Notwit.standing any provisions of the antitrust laws
(as designated in §1 of the act of October, 15, 1914, 38 Stat. 730, Tit. 15
U.S.C. §12, and any amendments of any such laws), for purposes of this
clause any claimants may agree among themselves as to the proportionate
division of compulsory licensing fees among them, may lump their claims
together and file them jointly or as a single claim, or may designate a conm-
mon agent to receive payment on their behalf.

(B) After the first day of August of each year, the Register of Copy-
rights shall determine whether there exists a controversy concerning the
statement of account or the distribution of royalty fees deposited under
clause (2). If lie determines that no such controversy exists, he shall, after
deducting his reasonable administrative costs under this section, distribute
such fees to the copyright owners entitled, or to their designated agents.
If he finds the existence of a controversy lie shall certify to that fact anId
proceed to constitute a panel of the Copyright Royalty Tribunal in
accordance with section 803. In such cases the reasonable administrative
costs of the Register under this section shall be deducted prior to distrilbu-
tion of the royalty fee by the tribunal.

(C) During the pendency of any proceeding under this subsection, the
Register of Copyrights or the Copyright Royalty Tribunal shall withhol(l
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from distribution an amount sufficient to satisfy all claims with respect to
which a controversy exists, but shall have discretion to proceed to distribute
any amounts that are not in controversy.

(e) Relation to Other Laws erod lRegulations.--Nothing in this section shall
be construed as limiting or preeinpting the authority of the Federal Communi-
cations Commission to regulate the operations of broadcast stations or cable
systems pursuant to any other Act of Congress; Provided that, the Federal
Communications Commission shall not limit the arer, duration or other scope
of the exclusivity a television broadcast station may acquire respecting secondary
translnissions by cable systems that are not subject to the compulsory license
provided for in subsection (c) of this Section 111 beyond any limits that may
be applicablle to the area, duration or other scope of the exclusivity a television
broadcast station may acquire respecting other television broadcast stations.

(f) Definitions.--As used in this section, the following terms and their variant
forms mean the following:

,(1) A "primary transmission" is a transmission made to the public by the
transmitting facility whose signals are being received and further transmitted
by the secondary transmission service. regardless of where or when the per-
formance or display was first transmitted.

(2) A "secondary transmission" is the further transmitting of a primary trans-
mission simultaneously with the primary transmission without change in program
or other message content.

(3) A "cable system" is a fac;lity that in whole or in part receives signals
transmitted by one or more television broadcast stations licensed by the Fed-
eral Communications Conlmission and makes secondary transmissions of queh
signals ly wires, cables, or other comnmunications channels to subscribing mem-
bers of the public who pay for such service. For purposes of determining the
royalty fee under Subsection (d) (2) (B),, two or more cable systems in contigous
communities under common ownership or control or operating from one headend
shall be considered as one system.

(4) The "local service area of a primary transmitter" as used in this section
comprises the area in which a television broadcast station is entitled to insist
upon its signal being retransmitted bly . cable system pursuant to the rules and
regulatons of the Federal Communications Commission as published in Volume
37, Federal Register, page 3252, et seq.,-on February 12, 1972, or such similar
rules as the Federal Communications Commission mna from time to time law-
fully adopt in the future in light of changed circumstances.

(5) The terms "full network station." "parti.l network station." "independent
commercial station." and "non-commercial erdlcational station" as used in subpart
D of the rules and regulations of the Federal Communications Commission :s
published in Volume 37, Federal Register, page 3252, et seq., on February 12.
1972. shall be defined in accordance with the rules and regulations of the Com-
minision of the same date with such additional elaboration as the Commission
may from time to time provide consistent with the intent of this Act.

(g) This section shall be effective upon the enactment of this Act.
[Add the following to section 501]

(c) For any secondary transmission by a cable systemn that embodies a per-
formance or a display of a work which is actionable as an act of infringement
under subsection (c) of section 111, a television broadcast station holding a copy-
right or other license to transmit or perform the same version of that work shall,
for purposes of subsection (b) of this section 501 be treated as a legal or benme-
flcinl owner if such secondary transmission occurs within the local service area
of that television broadcast station.
[Amend Section 801 (b) by deleting the words "continue to be reasonable" and by

substituting the words "are just and reasonable."]

[APPENDIX Dl

COMMENTS OF NUB AND MIST ON SPXcIFIC CIrANas IN SECTION 111 or S. 1361
PROrOSED nY NOTA

NCTA made a number of proposals for amendments of Section 111 of S. 1361
on pages 36-42 of Mr. Foster's statement of August 1, 1973. NAB and MST pre-
sent the following comments with respect to these proposals.
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1. NCTA proposes that Section 111(b) be eliminated, thereby making retrans-
nlmssion of subscription pay television programs broadcast by STV stations sub-
ject to compulsory licensing.

NCTA argues that, under Section 111 (b), a CATV system would have to violate
either the copyright law or the rules of the Federal Communications Commission.
This is not so. Section 111(b) merely provides that preferential copyright treat-
ment does not apply if a cable system retransmits an over-the-air pay television
transmission. A CATV sb.stem wishing to retransmit such programs would sim-
·ply have to bargain for them. If it cannot obtain authority to carry them, the
Commission's Rules clearly would not require it to do so-assuming that the
carriage provisions apply to STV programs at all.

In fact, if the Commission had intended that CATV systems could pick up
scrambled- STV signals, unscrailmble them and sell them to their subscribers, cer-
tainly it would have said so in its February 1972 decision adopting the new cable
regulations. But there is not a word in the decision to suggest any such intent.
Moreover, as a matter of copyright law, there is no reason why cable subscribers
should be able to receive over-the-air subscription television programs without
paying the STV station for them just as members of the public who receive the
signals directly over the air must do. In addition, the Communist's Rules provide
that television broadcast signals carried by cable must be retransmitted as re-
ceived without any alteration. If a CATV system picks up a "scrambled" signal,
the Commission's regulations neither require nor permit it to transmit and un-
scramble the signal for its subscribers. To the contrary, the rules prohibit such
unscrambling.

2. NCTA proposes that Section 111(1), which provides an exemption from
copyright liability for master antenna systems which serve a hotel, apartment
house or similar establishment, should be eliminated because the exemption un-
fairly discriminates between master antenna systems and CATV systems. It is
difficult to see why hotels, apartment houses or similar establishments which do
no more than provide a master antenna service wvith respect to purely local sig-
nals for the use of their guests or residents shouild be subject to copyright lia-
bility. Accordingly, we support the present provision so long as it is limited to
installations which do not receive and transmit the signals of non-local stations.

3. NCTA proposes that Section 111(a)(4) be eliminated in order to treat
government-owned CATV systems in the same manner as privately owned CATV
systems under the copyright law.

Section 111(a) (4) is limited to secondary transmissions by government bodies,
or other nonprofit organizations, "without any purpose of diect or indirect com
mercial advaritage" and without charge to recipients of the service other than
assessments necessary to defray the actual and reasonable cost of maintaining
and operating the service. As the legislative history oJf this provision shows since
it was first added to proposed copy.right bills at the request of .the Federal Conm-
munications Commission, this provision is intended to exempt from copyright
liability translator broadcast stations qwned :by municipal, bodies or nonprofit
organizations. These translitors invariably serve very small communities and
are typically built and -operated non-commercially by localities or nonprofit
groups for the purpose of providing service to remote areas which are beyond
the reach of regular off-the-air tele'i slfi-obroadcast stations. NAB and MIST
have always supported the exemption- of such translators from copyright
liability.

We believe that, as the bill is now drafted, government owned CATV systems
would typically be subject to copyright liability because they are ordinarily
operated for the purpose of-commercial advantage and the charges to the re-
cipients, would be more-than'these necessary to defray out-of-pocket -expenses.
,Municipalities and nonprofit organizations which seek to operate CATV sys-
tems do so in. order to-make a-profit-and accordingly would not be exempt from
copyright liability -under Section 111(a) (4) as it is now written. However, in
order to avoid any question on this score NABS and MIST have no objection to
adding .to Section 111(a) (.4) language, making clear that it does not apply to
cable systems. This language is included in Section 111 of the Revised Text set
forth in Appendix C.

4. NCTA urges that "provisions of a regulatory nature that were the subject
of the recent FCC rule-making proceeding" be eliminated. We quite agree. but
there should be no misunderstanding over semantics. The Consensus provided for
certain basic terms and conditions of compulsory copyright licenses for CATV.

20-344-73--41
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These terms and conditions are not regulatory but rather serve to define the
-interface between copyright policy and regulatory policy to the extent-necessary
to assure that copyright policy is not inconsistent with regulatory policy and that
the FCO does not modify copyright law by modifying its rules. Section 111(e)
together with the other provisions of Section 111 in the Revised Text would
effectuate the Cousensus and would achieve the proper balance in the copyright
-bill.

5. As noted in the text, NCTA'srepeated references to Section 111 (c) (4) (C) as
a sports "blackout" provision, is simply inaccurate. For the reasons set forth in
the text, this provision should be eliminated.

6. NCTA says that it favors the adoption of Section 111(d) as written, but
suggests that systems of 3,500 subscribers or less be exempt from payment of
copyright fees. Section 111(d) is to a large extent a procedural provision except
that it.also contains a statutory schedule of fees. Our position w.th respect to the
statutory schedule of fees was set forth in Mr. Wasilewski's testimony before
the Subcommittee on August 1 and also in the text of this supplementary state-
ruent. We support the 3,506 subscriber system exemption as contemplated -by the
Consensus, but only if the other portions of the Consensus are incorporated into
the copyright bill. Moreover, the exemption should apply only to independently
owned systems with 3,500 subscribers or less.

7. NCTA proposes to change the definitions of "primary transmission", "sec-
ondary transmission" and "cable system" in Section 111(f). To the extent that
the changes in the definitions of '"primary transmission" and "secondary trans-
mission" would result in excluding translators from the coverage of Section 111
generally and imposing copyright liability on municipally owned and nonprofit
privately owned translators, we oppose the changes in the definition. To the
extent that NCTA's proposed changes in these three definitions would serve other
purposes, it has not explained what the purposes or the consequences might be.
The changes tinker with language the meaning of which is well understood and
could therefore result in a confused and unsatisfactory legislative history. Ac-
cordingly, we oppose these changes until NCTA. describes in detail their purpose
and effect, and we reserve the right to coliment further when and if this occurs.

8. NCTA proposes to amend Section 1.0(5) by adding the language '!or (C)
The transmission is made consistent with the purposes of Section 111 of this
Title." Again,, NCTA's explanation for the change is not especially enlightening
since, as we read Section 110 (S), it does not deal with exemptions for educational
purposes.,Nor is the proposed language itself clear. Accordingly, our position is
the same as with respect to the preceding point.

9.. Finally, NCTA proposes that no limitation be placed on the reception of
programs by way of CATV which are not copyrighted or subject to copyright.
This proposal is so general that.we cannot come to grips with it at this time and
reserve the right to express further views when NCTA explains its purpose and
effect. As worded, it seems to be purposeless. The provisions of the bill should
stand by themselves, and if NCTA has any specife provisions in mind which it
believes should be changed, we submit that it should identify them so that other
parties have reasonable notice as to the changes it is trying to persuade CCongress
to make.

STATEMENT O0 NATIONAL BROADCASTING COMlPANY, INC.
AUGUST 10, 1973.

This Subcommittee is presently considering a proposed statutory revision of
the copyright laws (S. 1361). NBC has previously commented on-various aspects
of -the proposed statute-and requests- this opportunity to -dosoagain. While
there is much that can be said ibout such a sweeping and comprehensive change
in the law, we-restrict ourselves to those provisions that are of special signifi-
cance-to us -Section 111, dealing with cable television, and Section 114, dealing
with the use and-licensing of sound recordings. "

We respectfully request that our statement be made a part of the record
of the-Subcommittee's hearings.

A. Section,111
Seciton 111 will affect us as an owner of copyrighted material. In a larger

sense, however, it will also determine the future of cable television and its
relationship to, free television. The industry practices it engenders will ,not be
easily reversed. We urge that careful deliberation be given to each of its unique
features.
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Free television has developed by providing a variety of entertainment, news
and information programming to the public at considerable.cost and risk. Thus
far, cable, when not engaged in merely providing a signal amplification service,
has essentially used the services of free tele :isiou, picking and choosing the best,
casting off the unprofitable and bearing none of the programming risks.

We view cable as a pote:ntial force to -upplement the services now provided
by free television. We believe that cable should be encouraged to break new
grot:nd and to dev elop new sources of programming that are not typically avail-
able to the public on free television. Section 111, as it is now drafted, will not
further that objective. In our view, the concept of compulsory licensing that is
embodied in the section will only encourage cable to continue to appropriate
the services of free television.

At the outset, .a crucial distinction must be made between the transmission
by cable of "local" broadcast signals and "distant" signals. Cable systems that
wnerely retransmit or amplify local signals do not necessarily affect the com-
l,.titive positioni of local broadcasters (except, perhaps, in a few overlapping
markets), television networks, or copyright owners. While benefiring cable
operations, such activity expands the potential audience for a program by
delivering signals which might otherwise be blocked within the originating
station's broadcast area. The low rates for local transmissions that are presently
proposed in Section 111 would not. therefore, be unreasonable with regard to
such activity.

Cable systems that import distant signals, however, interfere unreasonably
wvith local broadcasters, television iletworks and other exhibitor, of copyrighted
material by interjecting programming that dilutes their audience. While pro-
gram diversity is desirable, cable systems engaged in this activity are not creat-
ing anything new; they are appropriating the property of others. They should,
therefore, pay for the properties they use, just as broadcasters and networks
must pay for them.*

"'. .. when a CATV system imports distant signals, it is no longer within the
amlbit of the Fortnightly doctrine [392 U.S. 390 (1968)], and there is then, no
rcason to trcat it diffcrently froit any other person who, without license, displa.ys
a coptyriqlitcd work to an aldicncc wcho wohld not otherwise receive it. For this
reason, we conclude that the CATV system is a "performer" of whatever pro-
grams from these distant signals that it distributes to its subscribers" (emphasis
added).

We thus urge that the proposed Section 111 take cognizance of this distinction
by providing for the minimal fees for the transmission of l,.all signals now pro-
posed in the statute and higher fees for the importation of distant signals.

As we have prev lisly pointed out to this Subcommittee (see our letter to
Thomas C. Brennan, ,. led March 13, 1972), studies by independent research orga-
nizations have indicated that distant signal importation permits cable to sub-
stantially increase its revenues and profits. Cable should pay a reasonable price
for these benefits. Requiring cable to pay its fair share will also create new
sources of revenue for program producers and encourage them to develop more
and different programing. The costs of programing will be spread more evenly
among brvoadcasters and cable, thus permitting both to acquire more programing.
The ultimate result will be greater programing diversity.

We believe that a fair rate for cable to pay for the programing it re-
ceive.s by importing distant signals would be a percentage of gross revenue "which,
unlike the proposed statutory schedule, takes into account the cost to television
competitors for the same material and the incremental profits that are generated
for cable systems from carrying such programing.

We estimate that most non-network owned stations may Epend as much as 42%
of their broadcast revenue for programing and that the major networks lmay
spend as much as 80%. The MIPAA estimates that approximately 54.1% of broad-
cast revenues must-be used to acquire programing. The NAB put the average
at 34%. No matter which estimate is correct, it is clear that, under the proposed
statute, cable would be paying a very small fraction of the payments made by
free television for programing.

In terms of the increased profits that cable can anticipate from distant signal
importation, it is also apparent that the proposed fee schedule is inadequate. The
studies referred to in our March 13 letter show that distant signal importation
would raise total cable demand from approximately 10,400,000 homes to at least

*This posltion reflects what is currently the law. In CBS v. Teleprompter Corp., 476
P. 2d 338 (2d Clr.'1973;, the court ruled:
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18,000,000 homes (using 1969 data as a base), or a total of at least 73%. In terms
of profitability, increased subscriber revenues for a typical small system (3,800
subscribers) would, in the tenth year, increase pre-tax profits by 138%. It is
interesting to note that since ti.e FCC has permitted distant signal importation
(March 1972), cable has been able to increase its total subscribers and the
number of communities it serves by at least 20%.

We thus believe that the following schedule of fee payments is more realistic
-and equitable:

Percent of gross subscriber revenues
Number of subscribers: for distant signal importation

Up to 3,500…. ........ -- ________ --------------------------..---- _ 7. 5
3,500-10,000 ------------------------------------------------------ 10.0
Over 10,000… ---.-------------- _--------------------------------- 12. 5

This proposed schedule is much fairer than the schedule contained in the bill.
-It recognizes the existence of the relationship between distant signal importation
and increased profits. It affords copyright owners a greater revenue base for the
exploitation of their material. It is scaled in such a way that smaller cable sys-
tems will not pay as much as more profitable systems. Finally, it brings into more
'reasonable proportion what free television must pay for desirable programming
and what cable should pay for such programming.

We estimate that the proposed charges will be less than one-half of the incre-
mental revenues attributable to importation and an even smaller percentage of
tee incremental profits that can be obtained from such activity. The proposed
maximum fee of 12.5% is small compared with the average of 34 to 54%o of
revenues that the typical broadcaster must now pay for programming.

We recognize that any fee schedule that is proposed at this time will, of neces-
sity, be speculative; there has not been sufficient time to gain useful operating
experience. However, once a fee schedule is adopted, the pressure to retain it
as a maximum will be overwhelming. Cable will argue that it relied on the
statutory fees in planning its expenditures and charges. Any fee schedule thus
runs the risk of becoming a permanent feature of the compulsory licensing
scheme.* It is important, therefore, that the fee schedule that is adopted be
realistic and equitable at the outset.

While the proposed statute does provide for periodic review of the adequacy
of the statutory fees, subject to Congressional approval, we do not believe that
these procedures will work. There are conflicting interests in this area. The
adjustment process will be long and complex. Approval by the Copyright
Tribunal and Congress will inevitably require de novo review. The process to
obtain change will be complex, uncertain and time-consuming. A realistic and
equitable schedule should te in the statute from t' n beginning.

In short, we believe that the establishment of a realistic fee schedule will en-
courage cable to develop new programming and programming services and not
rely exclusively on its right to appropriate programming from free television at
nominal costs. In this manner, the public will receive meaningful alternatives
and have the best that both cable and free television can offer.

We also have the following comments and suggestions concerning the propc_%.d
Section 111.

First, if higher fees are not enacted now, then certain kinds of programming
should be exempt from compulsory licensing and subject to normal rules of copy-
right exclusivity. Sports events, particularly local sports events, are the best
examples. If a cable system can obtain such programming from free television
at nominal costs, derive substantial revenues from such appropriation, and use
the revenues it then obtains to outbid free television for these and other attrac-
tions in the future, the entire public will eventually be dcnied free access tc such
attractions and some of the public, in homes unserved by cable, will be denied all
access.

In any event, we support the exclusion from compulsory licensing for sports
events that are blacked out in local areas.

We are not seeking legislation that immunizes us from competition with
cable television. We are merely saying that the law should not favor either
industry. The proposed statute would give cable a substantial advantage by per-
mitting it to obtain programming for nominal charges at the same time that

*It is most instructive that Section 801 of the proposed Statute empowers the Copy-
presupposes that the proposed rates are reasonable now. We do not believe they are.
right Tribunal to assure that the statutory rates "continue to be reasonable." This
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free television must pay substantially more. Cable should not be the statutory
beneficiary of such an advantage.

Second, in no event should Congress attempt to determine now what cable
will pay in the future for additional distant signal importation beyond the
present authorized limit. The fees for such additional importation should be
left to the forces of the market and consumer interest and support. There is
no way of knowing now whether the fees currently proposed for increased
distant signal importation will be adequate, or, for that matter, excessive.

Third, since the compulsory licensing scheme is a broad exception to the
rights. that a copyright owner normally has, certain exclusivity rights should
clearly be set forth in the copyright statute and not depend on any other agency,
such as the FOO, for their continuation. The FCC has recently promulgated
exclusivity rules (see FCC Rules, § 76.91 et. seq.). We are especially anxious
that, as a minimum, the FCC rule that guarantees us "simultaneous" exclusivity
for network offered programs, i.e., a prohibition agaiinst importing a network
program into a market at the same time it is offered by a network affiliate in
that market, be incorporated in the copyright statute itself.
B. Section 114

'Section 114 provides for a separate performance fee for the use of sound
recordings as well as creating a separate copyright in such material. We under-
stand that the main purposes of the Section are to give record companies greater
protection against record piracy and to enable such companies and performers
to make more money. As a major user of records, we oppose the imposition of
additional charges for the right to play records on the air that will merely
benefit manufacturers and performers, as opposed to the creators of copyrighted
works. We believe that protection from record piracy can be achieved by
creating a separate copyright in sound recordings without creating a separate
performance right that will burden broadcasters. In short, we believe that
Section 114 goes too far and is unnecessary.

In the past, record companies and performers have recognized that there
wls ian advantage in having their records used by radio stations. MIost reenrds
were supplied without charge. We see no reason why Congress should now
create a new-revenue base for manufacturers. Section 114 will force.broadcasters
to pay record companies for the "privilege" of increasing their record sales.
That is not the purpose of the Constitutional guarantee of copyright protection.

Similarly, it strikes us as being unwise for Congress to involve itself in
creating a new revenue base for performers, many of whom are already well-
paid and successful. In all probability, lesser-known talent will not benefit that
much. The compensation that performers receive should remain a function
of privatenegotiation, not national legislative policy.

At present, we must pay performance rights societies (ASCAP and BMII)
for the right to perform copyrighted musical works. If we also mrust pay record
companies for the right to play records of the same copyrighted musical work,
our fees may double. There will also be added administrative costs.

We thus oppose Section 114 as an unwise extension of what is valid'v needed
"to promote the useful arts and sciences."

We appreciate the opportunity to present our views to this Subcommittee
and stand ready to assist it in whatever way is useful.

NATIONAL CABLE TELEVISION AssocIATION, INC.,
Aztrgst 1, 197,3.

Hon. JOHN MCCLELA-N,
New Senate O[fce Building,
Was1Mngton, D.C.

MY DEAR SEN'ATOR MCCLELLAN: In the course of my testimony this morning
concerning S 1361, I was asked on several occasions as to NCTA's attitude toward
the so-called OTP Consensus Agreement. I indicated that NCTA is now and has
always supported what we regard as the basic intent of the Agreement, fiamely
that all parties work toward the early passage of copyright legislation. This, of
,.urse, we have done while others have sought to impede the legislative process
on this subject. In any event, however, I did not choose to allude in my testi-
mony to the extraordinary pressures which were placed upon NCTA and the
cable industry by both the Office of Telecommunications Policy and by members
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of the administration to accept the terms of the Consensus Agreement. I feel it
only fair to say that the cable industry was offered as an alternative only the
indefinite extension - the FCC's "freeze" or the equally unattractive pvsbibility
of extensive and unpi oductive congressional hearings.

After reviewing my notes, I feel it imperative to offer the above comments at
this time and ask that they be included in the record.

Very' respectfully yours,
DAVID H. FOSTER.

SUUPLEMENTAL COMMENTS OF NATIONAL CABLE TELEVISION ASSOCIATION, INC.

During testimony on S. 1361 on August 1, 1973, several questions were asked
of NCTA witnesse.b which required some resrearch to answer. Chairman .McClellan
directed NCTA to submit the answers to Lhe Subcommittee in written form. We
have attempted to do so herein.
1. The effect of the graduated fee scheduled in kectiol III on the nfatioh's three

largest cable television systems (tuo in Nev. York City and on? in San
Diego); and the effect of doubling that fee schedule

The three largest cable systems in the United States in terms of the number
of subscribers served are Mission Cable TV, Inc., San Diego, California, Tele-
PrompTer Manhattan CATV Corp., New York City; and Sterling Manhattan
Cable TV, New York City. At the outset, it should be noted that of the three
CATV systems only the San Diego system is reported to be at all profitable.

NCTA has obtained from these companies the total revenues from subscriber
service fees for the most recent-quarter in the 1973 calendar year for which data
were available. NCTA calculated the copyright fee payments that would be
required were the fee schedule in Section III in effect aE the time, and.made a
further calculation to determine the effect on revenuc.s of-a doubling of the pru-
posed fee schedule:

TelePrompTer Mission Sterling
Manhattan Cable T' Manhattan

Quarterl revenues ........................ ........ $911, 909 $937, 497 $1, 040, 00
Copyright fee payment under sec. 111 schedule .............. 41595 42, 857 48,000
Effective rate (perent)..................................... (4. 56) (4. 57) (4.62)
Copyright fe payment if sec. 111 schedule was doubeld......... 83.190 85, 750 96,000
Effective rate (percent) -...................... (9. 12) (9.15) (9. 23)

Assuming the quarterly rever;'-' to be constant for the purpose of projecting
a full year's payment of copyA fees-actually .understating the true annual
effect, inasmuch as subscriber . nues would increase each quarter from sub-
scriber additions-the annual payments by the three systems, under the fee
schedule in Section 111, would range from $166,380 to $192,000; under a doubling
of the fee schedule, copy,right payments would range from $332,760 to $384,000.
Collectively these three systems would pay at least a half million dollars in
copyright fees for the current calendar year under the schedule in Section 111,
and more than a million dollars were the scliedule doubled.

The imposition of high copyright fees on these cable systcr.s and on those
presently under construction or proposed to 'ie built in the major markets will
have an adverse impact on the earnings of thooe systems now or soon-to-be opera-
tional, and may well deter cable construction in- undeveloped markets.

2. The effect of doubling the fee schedule in Section 111 on the rate of return oln
total capital of projected major mlarket CATV systems

In his testimony of August 1, NCTA President David JI. Foster cited a study
by Dr. Bridger Mitchell on the impact of copyright fee proposals on major
market CATV systems in which he found that the effect of the fee schedule in
Section 111 would be to reduce tht rate of return on total capital a full percentage
point for profitable or near profitabl'e system.,. Responsive to the Subcomimittee's
desire that NCTA provide pertinent data oni the effect of a doubling of the fee
schedule in Section 111, Dr. Mitchell has calculated that, under a doubling of fee
payments:

(A) Large systems on the edge of major markets which, without any cupy-
right liability, will earn a 10-13% rate of return, would have that rate reduced
to 7.5-11.0%--a reduction on total capital of tNio tr more full percentage points.
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As NCTA pointed out in its earlier testimony, even a one point reduction in rate
of rrrrn Icould be devastating to-the cable television industry's investment en-
vironmnent since a 10% return is considered the minimum acceptable.

(R) Intermediate size systems8 on the edge of major markets, which Dr. 3Iit-
chell found would be only marginally profitable without any copyright liability
at all, would thus be severely threatened by a doubling of the proposed fee
schedule.

(C) Of course, since all systems in the center major markets are not pro-
jtx.ted as being profitable at the present time, any copyright fee would .,ake prof-
itability so remote as to preclude develonpment. Dr. Mitchell's figures follow:

4 percent to I to 5 2 to 10
No fee 24 percent percent percent

Large systems (25,000 subscribers) in edge markets:
Rate of return (10C' ate of return is necessary to

attract capital) .......................... 9.7-13.4 9.2-12.8 8.6-12.2 7.5-11.0
Effective rate ... C 2.0 3.9 7.8

Intermediate systems .10,000 subscribers) in edge
markets:

Rate of return (105%o rate of return is necessary to
attract capital) .............................. 5.5-8.1 5.2-7.7 4.8-7.3- 4.1-6.5

Effective -ate ........................ ........... 0 1.2 2.4 4.8
Center market systems: Rate of return -... 0....... 0 0 0 0

Note: Any fees obviously add to projected losses.

3. The effect of doubling the fee 8chediule in Section 111 on the pre-ta.; income
of the major cable television companies

As NCTA pointed out in the testimony of David H. Foster on Augus 1, the
effect of copyright payments on the earnings of the major cable televisi. i conm-
panies is crucial to the major market development of cable television. An in rease
in the statutory fee schedule could halt CATV's development.

XCTA's written testimony showed the effect of copyright payments, under
the present fee schedule in Section 111, on the pre-tax income of eight of the
largest cable television companies in- the nation. Pre-ta.r income of those conl-
panies would be reduced by copyright fee payments, under the present Sectiuin
111, from.7.5% to 32% with an-average of 19%.

If the fee schedule in Section 111 were doubled (to range from 2% to 100%o),
the pre-tax income of those companies would be reduced by copyright fee pay-
ments from 15% to 64% with an average of nearly 40%o. Assuming the corporate
tax rate, income, after taxes, could be reduced as much as 80%.

If the fee schedule were raised, a reduction of pre-tax income in -this imag-
nitude would threaten to completely shut off the already limited flow of invest-
ment funds to all but the very largest and financially strongest companies.

4. The amount of "copyright fees" paid by television stationls for the broad-
east use of copyrighted materials

Television stations include "copyright fees" paid to owners of syndicated pro-
gramsin the total price when they buy the use of a product (a motion picture
or a "package" of motion picture filns, a single television program or a series
of programs) under varying terms of usage. The total price may vary to reflect
such matters as the number of times the product can be televised within certain
periods of time, etc. Included in the purchase price, which is generally arrived
at in bargaining between the station and the distributor (with the price varying
by the size of the market, the bargaining ability of the station, the desire of
the distributor's agent to make a quick sale, and any number of other reasons),
are various-costs associated with the distribution of the product and the profit
to the program owner. The extent of tl - Profit depends a great deal upon the
quality of the product (and its potential value in attracting audiences), and the
ability of the distributor to extract high prices from the television stations.

NCTA's analysis shows that the owners of syndicated programs realized a
gross income of, $179.G million in 1971 from sales to television stations (this is
based on FCC figures). After subtracting the costs of distribution; ;advertising,
talent, etc.. approximately $50 million in profit remains. This represents a profit
margin. to the copyright owner in excess of 25%.

The concept of cable television liability (imposition of a "copyright fee" based
on a percentage of gross revenues from basic subscriber service fees) is a new
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and distinct way for the copyright owner to obtain a greater profit, above that
received from television stations for the broadcast use of his product (which, in
most instances is readily available to cable subscribers who, even without a
cable connection, could receive the program directly from a home antenna). Be-
cause cable television improves signal quality and audience range, advertisers
are charged higher rates by the broadcaster and the broadcasters can share his
added income with the copyright owner. However, cable television operators
receive no compensation from the broadcaster for expanding his coverage.

5. Profiitability of the three national television networks and television stations
vs. cable television system revenues

In May of 1973, the FCC released data on the 1972 revenues and profits of the
three national television networks and their 15 owned and operated stations.

The FCC data shows that profits before federal income tax were $213.4 million
(an increase of 47.2 percent over-1971).

Similar data on all other television stations for the year 1972 is not currently
available from the FCC. Howev.er, 1971 data released by the Commission in
August 1972, showed profits before federal income tax of $244.3 million for 673
television stations.

Because there is not available a central authoritative source of inf,rmation
on the profitiability of cable television systems, no comparisons can be drawn
between networkl/television station profits and CATV profits.

However, in 1972, the estimated gross revenues (from subscriber fees, installa-
tion- fees and other income) sof, the approximately 2,900 cable-systems then in
operation, was $438,100,000.

Thus, the combined pre-tax profits of the three television networks and their
15 owned and operated television stations in 1972 ($218.4 million) and the 1971
pre-tax profits of 673 television stations ($244.3 million) exceeded the total 1972
revenutes of the 2,900 CATV systems by nearly $20 million.

It is ironic that the television industry and the copyright owners, whose com-
bined profits dwarf the entire revenues of the cable television industry and which
already reflect financial benefit derived from CATV through expanded audience
coverage, should seek to extract an even greater profit from this emerging indus-
try in the form of unreasonable payments for copyright liability.

NATIONaL CABLE TZEVIzIO N ASSOCIATION, INC.,
Washington, D.(., August 29, 197S.

Hon. JOHN L. MCCLELLAN,
New Senate, Office Building,
Washington, D.C...

DEAR SENATOR MCCLELLAN: Enclosed are schedules of CATV Industry copy-
right payments under the fee schedule proposed in S. 1361, as compared to the
effect of doubling that schedule. Enclosed also is an addendum of selected data
on the profitability of telcvision program syndicators; the three national tele-
vision networks and television stations. Although this information is-similar to
that prevously submitted, we believe that it points up the serious economic impact
of copyright payments in the cable television industry as compared to the tre-
mendous economic strength and profitability of the television broadcasting
industry. For this reason we believe and respectfully request that this infor-
mation be inserted in the record of the hearings on S. 1361.

You will note that the data in the addendum were based, primarily on 1971
statistics published by the Federal Communications Commission. Since the
preparation of the addendum, the FCC has published comparable figures for 1972,
which show that total television broadcasting revenues were 3.18 billion dollars
with pre-tax profits of 552 million dollars. These profits represented an increase
of 42% over 1971 and were cited by the broadcasting industry as a return to
"more normal levels." Put in the simplest terms, 'these profits exceetdd the total
cable industry's revenues for 1972 by more than 110 million dollars. Needless
to say, the broadcasting industry has never offered to reimburse the cable
industry for that portion of its profits derived from the additional audiences made
possible by OATV.

Witli kindest personal regards, I am,
Very truly yours,

DAVID H. FosTER.
Enclosure.
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COMPARISON OF CATV INDUSTRY COPYRIGIIT ROYALTY PAYMENTS
A.-By the industry, based on 1972 data.

Annual S. 1361 roy- Number of Average Average Total
Pross alty rate systems in gross royaly royalty

System size category revenue (percent) category, revenue fee fees

51 to 2,600 .....-.. $114,653,510 1- 1,962 $58,437 $584 $1, 146,535
2,601 to 5,300 ..-..... 80,295,862 2 359 223, 665 2,873 1; 031,407
5,301 to 8,000 . ...... 53,905, 199 3 137 393,468 7,004 959,548
8,001 to 10.000 ...... 35,323,427 4 63 560,689 12,828 808,164
Over 10,000.- ..--- , 106,437,912 5 97 1,097,298 38, 65 3, 769, 905

Total: ......... 7,715,559
20 percent to 10

percent scale
total .----..-. ....... _ .... ._ ... 15,431,118

B.-By selected system size category.

2 percent to
Annual gross S. 1361 10 percent scale

System size revenue royalty fees royalty fees

5,000- ---...... -...---- -----...... --.....---- -------- $312,000 $4,640 $9,280
10,000 ------------------------ - 624, 0O 15,360 30,720
15,000 ..............-- 936 000 30,800 61,600
20,000 .............-........ ........ 1, 248 000 46,400 92,800
25,000 ...-......... 1,560, 000 62,000 124,000

C.-Synopsis of effect on CATV systems' net income.

By month By year

Per subscriber: Revenue -......... $...... ........--. $5.20 ..... ---... 62.40
Deduct:

Operating overhead -- ......……$....S... .. . $2.60 $3!.20
FCC fee ............. ........-... .03 .30 ............
Franchise fee ...........-......... .... 16 1.87 ............
Interest . ..... ..------------------------....--.. .75 9.00

Federal, State, city, county tax ...-.............. 4. 84 1.30 15. 60 57.97

Subtotal - ..... ...--------------------------...... 36 ..-.......... 4.43
S. 1361 royalty fees at 2 percent ........... 10 .....-..... 1. 25

Net incomeL . ...-- ---------------.--------- --------- .26 ---------------------- 3.18

D.-Royalty fees cannot be passed on to CATV subscribers because regulators have denied rate increases and sub-
scribers will not pay additional amounts. Therefore, a high copyright fee schedule will yield no more revenues to copy-
right owners than a low fee schedule.

ADDENDUM

A.-CATV increases coverage area of TV stations and improves picture quality but the CATV operator does not alter
programs or commercials and gets no revenue from advertising on the TV signal. His sole revenue is from subscribers
monthly fee (average $5.20 per month).

1. Copyright owners of syndicated TV programs had 1971 sales of .......................... $179,600,000.00
Made profits of about -................... $...53, 900,000. 00
Profit rate of (percent) . ..... ...........-.. 30

2. 3 TV networks had 1971 revenues of ................... $1,378,900,000.00
Made before tax profits of -1.............4-.....-....4... 9000.00
Profit rate ot about (percent) ............. 10.

3. TV stations had 1971 revenues of .............. ... $1,371,400,000. o
Made before tax profits of . ............ .....-...... $244, 300,000 00
Profit rate of about (percent) ....................................................... 18

B.-TV stations charge advertisers based on TV coverage. The rate cards of 3 New York City newtork stations are-

Station Hour .0 min 15 min 5 min 30 s 20 10 s

WABC ............... $11,500 9, 500 4,500 3,000 5,800 4,600 2,600
WCBS ............... 000 8,000 4,0 3500 6000 4,000 3, 000
WNBC ................. 10,700 8,500 ........................ 6,000 5,000 2,800

C.-Copyright owner and television profits are larger than CATV gross revenue.
Note: Data in the addendum were obtained from the following sources: Item A-i, sales from syndicated programs, from

'"TV Broadcast Financial Data--1971," published by the Federal Communications Commission; data on the profitability
of program syndication were obtained from surveys of several knowledgeable industry sources; Items A-2 and A-3 were
developed from "TV Broadcast Financial Data-1971 "; Item B data wereobtaimeJ from the 1972-1973 edition of Television
Factbook.
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NATIONAL EDUCATION ASSOCIATION,
Washington, D.C., August 9,1973.

Hon. JOHN L. MCCLELLAN,
Chairman, Subcommittee on Padtents, Trademnarks, and Copyrights of the S'en-

ate Judiciary Committee, Dirksen Senate Office Building, Washington, D.C.
DEAR SENATOR MCCLELLAN: During the testimony of the Ad Hoc Committee

on Copyright Law Revision at the copyright hearings on July 31, you made
the following statement: "I think it is valid and important to ascertain what
the impact of this educational exemption for educational purposes is" [the
limited educational exemption which the Ad Hoc Committee is proposing].
And you added a question, "What impact, if any, will this have on the ability
of present sources to continue to make such materials available? If it is seri-
ous, it ought-to be weighed; if it is trivial, it ought to be ignored."

In response to your question. you will recall that I read the openin. para-
graph of a news release issued by the Educational Media Producers Council
on Mlay 10, -1973. entitled "DEMIAND FOR EDUCATION-AL AUDIO-VISUAL
MATERIALS RISES 10.8% in 1973."

In order that the memlbers of your Subconmmittee might have access to the
entire news release, I am attaching a copy hereto and respectfully request that
you give permission to ad(' it to the record of the hearings.

I believe this news release shows clearly the fact that the educational media
producers are not suffering because of uses of their materials by the educa-
tional community. I think it important to stress here that the Ad Hoc Comlnit-
tee is not urging Congress to give teachers, librarians, educational broad-
casters, etc., a broad exemption which far exceeds statutory "fair use." We
are simply asking that Congress make legal the limited reproduction prac-
tices which -teachers are now undertaking as part of their day-to-day teach-
ing responsibilities. These practices .have been delineated in our testimony.
-We are not asking for more privileges for copying but rather for protec-
tion for the rights we now exercise in fact. As you know from our testi-
mony, we seek a limited educational exemption, or, in lieu nf this, a broadly
interpreted "fair use" clause with outright rejection of the Williams & Wilkins
decision and with authorization for limited, multiple copying of short, whole
works such as poems, articles, stories, and essays for classroom purposes and
with "fair use" extended to include instructional technology as well as print
materials. Publishers will fare no worse than they now fare under the exist-
ing law. As you will see from the attached news 'release, publishers are far-
ing pretty well, and we would say the source of materials is by no means
drying up.

Again. lie should point out that we give visibility to the authors' works
and, as a result, create markets for them. One could even make the point
that lpublikhers and authors should pay teachers for promoting their works in
the classroom !

Thank you for the opportunity to testify before you and the members of your
Subcommittee.

Sincerely yours,
IIAROLD) E. VIGREN,

Chairnwan, Ad HIoc Conmlrittce (of Educational Organizations and Insti-
tutions) on Copyright Law Revision.

Attachment.
EIDUCATIOXAL IEI)IA PROI)UCERS COUNCIrL

Fairfax, Va., May 16, 1973.

DEMAND FOR EDUCATIONAL AUDIO-VISUAL MIATERIALS RISES 10.8% IN 1973

Fairfax, Va.-Greater use of audio-visual materials continued to character-
ize the classroom in 1972, according to a report to be rcleased May 31 by the
Educational Media Producers Council. The EMBPC Anntal Surrey and Analysis
of Educational Media Producers' Sales shows total-sales of non-textbook instruc-
tional materials rose to $214.7 in 1972, an increase of 10.8% over 1971.

The survey, conducted by an independent market research firm under the
auspices of the Educational- Media -Producers Council, presents a comprehensive
picture of total- ndustry software volume a.id a wide range of statistical data
anti analysis of the education market. It includes information gathered from
more than 217 audio-visual producers. Represented in the survey are small film-
strip houses as well as the largest educational publishers, stated EMPO Execu-
tive Director Daphne .Philos.
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The-reort 'shows building level-materials sales-traditionally, those materials
.whose-unit cost is modest enough to permit acquisition by, and storage within,
individual school buildings-contlnued to widen their lead over the higher-
priced 16mm films, commanding an 'impressive 74.8% share of the total edu-
cational media market. Building level materiais sales increased 13.7%, while
'16mm film sales rose a modest 3.3% in 1972. 16mnm flms continued to lead all
audiosvisual materials in dollar-expenditures, however, with total sales of $54
million:

Sound filmstrips led all building level materials in volume increase, rising
$6.2 million, but multi-media kits experienced the greatest rate of growth,
spurting 23.1% to $27.2 million. Pre-recorded tapes were up 21.5% and- 88mm
silent film loops increased'17.3%.

The impact of' the audio cassette on educational media development and
sales continues to be dramatic. Whereas in 1969 cassette volume was considered
too insignificant to warrant a separate category in the EMPC Annual Survey atd
Analysii, cassettes accounted for 86.1% of all pre-recorded tape sales last year.
In a parallel-though less pronounced-development, the cassette version of
the sound filmstrip continued to gain ground on the record version, accounting
for 41.9% of total sound filmstrip sales in 1972, up from 333k% the preceding
year.

Since 1966, the first year the Educational Mledia Producers Council conducted
its Industry-wide survey, audio-visual materials sales to educationshave increased
81.9%, making strong-inroads into the traditionally textbook-oriented education
market. Sales of the textbook-which remains the dominant instructional
medium-have increased by 22.7% during the same period.

Copies of the 20-page EMPC Annual Survey and Analy.,s are available for
$37.50 from Educational Media Producers Council, 3150 Spring Street, Fairfax,
Virginia 22030:'

THE NEW ENGLAND JOURNAL OF MEDICINE,
Boston, Mass., August 6, 1973.

MIr. STEPHEN G. HAASEL,
Senate Suboommittee on Patents, Tradesmarks, and Copyrights, Committee on

the-Judiciary; .Dirksen Building, Washington, D.C.
DEAR MR. Haas'EB: I am Dr. Franz J. Ingelfinger, Editor, New England

Journal oi Medicine, 10 Shattuck Street, Boston, Massachusetts 02115. In the
past I:have been Chairman of the Editorial Board of the publication Oastroen-
teroiogy, a two-terw member of the Editorial Board of the Joirnal of Clinical
Investtgation, and for 14 years an editor of the Year Book of Mediline. I was for
14 earis a member of various advisory boards to the NIH. I have also been
a National Consultant to the Air Force, and a Consultant to- the Veterans
Adihiisiitration and the Army. I currently serve as a Consultant to tile FDA and
the National Library of'Mediciiie.

I appreciate this opportunity to present my views of the copyright bill,
S. 1361, and- request that this statemient be made part of the official record.

Of-iie many criticisms made of the American health care system, one of the
most serious 'and also one of the most ,accurate is its lack of efficient and
approbriate communication at, all' levels. The practicing doctor 's overwhelmed
with "facts," but their mass is disorganized and unseiective; thus the practicing
ph.'sieian is not effectively exposed to the best information available at academic
centers: The' trainee in medicine-the student and the houze officer-is similarly
discouraged by- the abundance of information that is available somewhere, but
which he cannot 'obtain because it is widely scattered and ofteni inaccessible.
Even' research scientists face similar difficulties.

This 6otherwise dismal communication picture is alleviated in part by a
number of 'tide'iing,' ast'ratiinihk,_ and duplicating services, and outstanding
among'these#,are the services of the National Library of Medicine which make
It possible for physicians; scientists and students to discover titles :and informan-
tion -peitirient'to thir neieeds. But the-title, orieven an abstract, is not enough;
the entire article must be made available to the doctor If he is to use the new
hMedicine correctly; ri ,to' the student if he is to understand a new process

adequately. He needs-a copy of the original publication.
The distributionof copiesof original articles by the National Library of Medi-

.Ine and by other medical libraries is thus a communiction s. stem that must be
sustained and nurtured rather than impeded. To place further financial con-
straints on theready distribution-of copies of medical articles is to interfere, ulti-
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.mately, with the quality of medical practice in this country. Thus I should like
to oppose in the strongest terms the provisions of section 108, (d), (1) in-S. 1361.
The difficulties that this portion of the bill-would impose might convert many a
.potential user to a nonuser, and many a medical library from-a unit that now
.survives to, one.that would fail because of increased financial burdens. I cannot
believe that-such consequences-reflect the desires of the medical profession, of
Congress, or of the American people. These desires, moreover, should take prec-
edence over the needs of commercial endeavors that wish to protest their invest-
ment by more stringent copyright laws.

It is my understanding that the American Library Assoication has submitted
to -you a substitute for section 108, a section that would entitle a library or
archives to supply, "without further investigation," "a copy of no more than
one article.or other contribution to a copyrighted collection or periodical issue."
This wording would eliminate the serious problems that I anticipate if the pres-
ent version of the section is allowed to stand.

May I also have the privilege of submitting to the Committee copies of an edi-
torial I. have previously written on the same subject, an editorial that was pub-
lished in the New England Journal of Medicine, volume 287, page 357, in the issue
of August 17, 1972.

Once again, may I thank you for the privilege of being permitted to submit my
views on this important matter.'

Sincerely yours,
FaANZ J. INGELFINGEB, I.D.

Enclosures.

CRUCIAL LIBRARY SERVICES DEPEND ON PIIOTOCOPYING

The welter of complaints about the mass, slowness and unmanageability of
medical communication obscures its numerous assets. One of these is photocopy-
ing, the process that makes it possible for you and me to obtain a copy of any
article in a medical library's holdings. Moreover, by a remarkable hierarchial
system spreading outward from the National Library of Medicine (NLM) to its
11 regional affiliates, and thence to community hospitals, a photocopy of practi-
cally any article ever recorded in the medical literature is available for our use.
In 1971 the NLMI and its regional branches sent out nearly half a million photo-
copied items of this type.1 An approximately equal number of photocopies of
medical material was probably made and given to consumers of medical literature
by libraries operating independently of the NLM network. The making and dis-
tribution of such photocopies, moreover, were often supported by the federal
government or by local funding mechanisms; in some instances-the customer had
to pay a&nominal fee. Thus, photocopying is at the heart of a remarkably effec-
tive, economically reasonable, and extensively used method of spreading the medi-
cal news. If it exists in print, the description of an elaborate extraction procedure
is available to any laboratory worker, and the authoritative evaluation of a new
diagnostic approach can lie on any-practitioner's desk.

No one, surely, would wish to.interfere with this system of making the entire
library resources of the United States available to the totality of potential
patrons, particularly in view of -the numerous complaints that the science- and
practice of medicine suffer for lack-of interconnecting spans. 'Unfortunately,
some do wish to interfere. Beginning in January, 1973, articles appearing in (or
that have appeared in) the 38 scientific journals published by Williams and
Wilkins will not be so readily available for photocopying. On the basis of a report
made by 'a commissioner of the United States Court of ,Claims, Williams and
Wilkins will impose a charge of 5 cents a page on all multiple copies of.a single
article, and on all copies (even single ones) made for Inter-library dissemination.
tIf this charge were to be applied to all publications, a yearly fee of about half
a million dollars would be collected from NLM.) Libraries will be licensed to
make single'copies of'articles from Williams .and Wilkins publications to-fulfill
requests from individual patrons,.but the tribute exacted from libraries for this
license is an increase in the library's subscription prices for Williams and Wilkins
journals amounting to an average of $3.65 per volume.

Photocopying may impose an economic squeeze on small-circulation journals,
hlut efforts to protect the welfare of such journals should not be permitted to
jeopardize what is one of the redeeming.features-of our 'struggling system of

Cuemmings MIM, Corning, ME:'The 'Medical Library Assistance Act: an analysis of
the NLM extramural programs, 1965-1970. Bull Med Llbr Assoc 50 :375-891 1971.
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medical communication. Educational and scientific groups representing many
facets of American medicine have deplored the action taken by Williams and
Wilkins. JAMA published a line editorial pointing at the impediments to com-
munication and the cost escalation that may ensue.2 The New England Journal
of Medicine joins in this protest against a move that threatens a communication
mechanism evolving in response to today's and tomorrow's needs. The Journal
reaffirms its policy with respect to photocopying: libraries and other nonprofit
institutions may photocopy Journal articles at will.

F. J. INGELFINOER, M.D.

THE NEW REPUBLIC,
August 10, 1973.

tlon. JOHN L. MCCLELLAN,
Chairman, ,Subcommittee on Patents, Trademarks, and Copyrights, Committee

on the Judiciary, U.S. Senate, Washington, D.C.
DEAR SENATOR: While the New Republic did not appear before your commit-

tee to consider the effects of photocopy, we would like to take this opportunity to
endorse the testimony of the American Business Press, the American Chemical
Society, and the American Association of University Press.

Without copyright protection, magazines like The New Republic could perish
very easily. We understand libraries desire the unrestricted right to photocopy
one copy at a time. Each time this happens, our limited market is further re-
stricted.

We are perfectly willing to give reasonable consent, but it is the sanctity of
the copyright that has made possible the free flow of information in the U.S.

We are therefore hopeful that Sec. 108 will be limited to archival reproduction
and the Library amendment will be defeated.

Sincerely yours,
ROBERT J. MYERS, Chairman.

CONGRESS OF THE UNITED STATES,
HIOUSE OF REPRESENTATIVES,
Washington, D.C., July 31, 1973.

lion. JOHIN L. MCCLELLAN,
Chairman, Subcommittee on Patents, Trademarks and Copyrights, Judiciary

Committee, U.S. Senate.
DLr./ MR. CIIAIR3MAN: Because of heavy congressional activities, it is not pos-

sible for me to address your committee, but I would be pleased if you could place
the enclosed material in the committee record.

As you can see from the text, this matter is of great concern to me because
of its effect on a great many individuals in-my congressional district.

Sincerely,
THOMAS M. REES,

Mfember of Congress.
Enclosure.
Mr. Chairman: My name is Thomas 'M. Rees. I'm a member of Congress from

the 26th District of California. My district encompasses Hollywood, Beverly
Hiills, and much of the San Fernando Valley. Many of my constituents are em-
ployed in the film industry and are deeply concerned about Section 111 of S.
1361, the copyright fee schedule. It's our feeling that the schedule is inadequate
and inflexible. We hope that the subcommittee will re-draft the section to en-
compass the 1971 consensus agreement.

The Consensus Agreement to which I am referring was formulated in Novem-
ber of 1971 and at that time received broad support throughout the industry.
To refresh the committee's memory, the Committee of Copyright Owners, the
National Association of Broadcasters, and the National Cable Television Associ-
ation, representing copyright holders, broadcasters, and cable system operators
respectively, caine up with an agreement, on the heels of intensive discussions, at
the behest of the FCC and the OTP and with the sanction of this committee and
its chairman.

Regrettably, one of the major objectives of these meetings, the formulation
of a realistic fee schedule, was not achieved due to the complicated nature of
the problem. The agreement acknowledges this difficulty and contains a provi-

SEditorial, Photocopying and communication in the health sciences. JAMA 220:1357-
1358, 1972.

20-344--73-42
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sion calling for compulsory arbitration in the event rates cannot be agreed upon.
I would like to stress that the copyright holders place a great deal of emphasis
upon compulsory arbitration as the only fair and equitable method of assuring
rates acceptable to all of those involved.

Further, it should be pointed out that the copyright holders represent the
creative elements responsible for producing works of artistic nature and of enter-
tainment value which contribute significantly to cable television program;ning.
The copyright holders are indeed the major program suppliers to this rapidly-
expanding medium.

In closing, Mlr. Chairman, I would like to say that as a representative from
California. I am deeply concerned with the future of cable television as a source
of employment for a presently troubled industry, and as a source of creativity
for the entire Nation.

CONGRESS OF THE UNITED STATES,
IIOUSE OF REPRESENTLATIVES,

WVashington, D.C., August 3, 1073.
Hon. JOIHN ICCLELLAN,
Chairman, Subcommittee on Patents, Trademarks and Copyrights, Senate Judi-

ciary Committee.
DEAR MIR. CHAIR.MAN: I am concerned about the possibly adverse effects of

section 111 of Senate bill 1361 currently-under your committee's review, which
sets forth a cable television copyright fee schedule.

It is my understanding that in November, 1971 representatives of copyright
holders, broadcasters and cable system operators reached a compromise agree-
ment concerning signal carriage and copyright issues. This agreement was en-
dorsed by the Federal Communications Commission and the Office of Telecom-
munications Policy. Onl the fee schedule, the parties agreed to settle their differ-
ences by compulsory arbitration in the absence of a mutually acceptable rate
schedule.

As you know, both sides have failed to resolve this issue, and have presented
conflicting economic studies to document their claims. I believe it would be
hazardous for Congress to intervene in this matter at this time and impose an
initial fee schedule which may be economically advantageous to only one side.
Since the 1971 agreement already provides for legally binding arbitration to
settle this dispute, I recommend that this approach be adopted in determining
fair and reasonable copyright fees.

Sincerely yours,
EDWARD R. ROYBAL,

Member of Congress.

STATE LIBRARY OF PENNSYLVANIA
Harrisburg, Pa., August 19, 1973.

Hon. HuoH ScoTT,
U.S. Senate,
Senate Ofce Building,
Washington, D.C.

DEAR SENAIOR ScoTT: I am informed that the Senate Sub Committee on Patents,
Trademarks and Copyrights conducted hearings on Senate Bill No. 1361 on July
31, and that the hearing record will be closed on August 10.

I respectfully request that the attached statement be made a part of the hearing
record, since the subject matter is of grave importance to Pennsylvania libraries,
archives and the State Library.

Thanks very much for your often demonstrated interest and support for the
programs and resources of American Libraries.

Sincerely, ,
ERNEST E. DosoHuxr, Jr.,

State librarian.
COMMENTS ON SENATE BIL 1361

Libraries of all types in Pennsylvania are meeting individual user needs by
vigorous exchange of materials and by providing single-copy extracts of articles
and other printed materials needed by researchers and students. Libraries have
relied on the "fair use" concept to protect them against charges of copyright
infringement.
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While Senate Bill No. 1361 inciorporates the "fair uzE" principle in Section 107
of the Bill, it does not specifically offer the library cr archive immunity from
prosecution for copyright infringement i' it makes even one copy of copyrighted
material in response to a request from another l:brary or from an individual.

'So that libraries may serve the needs of users to the fullest extent and with a
minimum of delay, I urge:

(1) that a library or archive be specifically entitled to make no more than one
copy of an article or portion of prii.ted copyrighted material, or of a phonorecord,
to assist in teaching, research, or in filling an interlibrary loan request from an-
other library or archive;

(2) that a library or archive be entitled to make a copy of an entire copyrighted
work if the library or archive has ascertained that the work can not be readily
obtained from trade sources; and

(2) that a library cr archive providing a copy of copyrighted material shall
attach to the copy a warning that the m.teri.tl copied appears to be copyrighted.

I believe that the above provisions can lie incorporated in an amendment to
Senate Bill No. 1361 as Section 108(d) as recommended by the American Librarg'
Association, and I respectfully urge such amendment as a measure necessary to
facilitate research and exchange of materials among libraries.

ERNEST E. DOERSCHUK, Jr.,
State Librarian of Pennsylvania.

CITY OF PIIILAI)ELPIIIA,
FiREE LInnAu'r OF PHIILAIELPJIIA,

Phiiladelphia, I'a., August 7, 1973.
Senator HUGH SCOTT,
Senator from Pcnnsylvania,
Russell Senate Office Building,
lVashington, D.C.

DEAR HUlUCI: I am writing to you on behalf of the Board of Trustees and staff
of the Free Liblr3ar of 'lliladell,liia concerning the current hearings of the Sub-
committee on Patents, Trademarks, and Copyrights of tle Senate Committt e on
the Judiciary.

AMr. Edmou Low testified before the Subcommittee on behalf of the American
Library Association asking that thp amendment to the copyright revision bill,
S. 1361, include a definite statement that mraking a single copy to aid in teach-
ing and research, and particu'arly in interlibrary loan, is permissible and not
subject to possible suit for this. activity in behalf of the public good. We whole-
heartedly endorse this position and ask your support of this recommended revi-
sion. Without such a provision librarians in Pennsylvania and throughout the
nation would be seriously restricted in their ability to offer quality reference
service and in the general performance of their duty to patrons.

We would be appreciative if you would include this letter as a part of the
.committee's hearing record.

Sincerely yours,
W'ILL-r..aM W. BODINE. .Tr.,

First Vice Prcsident, Board of Trustccs

SPANISH INTERNATIONAL NETWORK,
New York Ciity, September 14, 197r.

Ron. JOHN L. MCCLELLAN,
(Chairman, Subcommittee on Patents, Trademarks and Copyrights, Committee

on the Judiciary, U.S. Senate, Washington, D.C.
.DEAR MR. CHAIRMAN: On July 31 and August 1 of tiils year, the Senate Sub-

committee on Patents, Trademarks and Copyrights held hearings on various
aspects of S. 1361,.a bill providing for the general revision of the Copyright Law
(Title 17, United States Code). At the conclusion of those hearings you extended
an invitation to other interested parties to submit written comments on the
proposed legislation. Spanish International Network and Spanish Internatfonal
Communications Corporation, a company operating Spanish-language television
broadcasting stations in several major U.S. communities, therefore takes this
opportunity to present a statement of its position on an aspect of the proposed
bill which is of great concern to Spanish International-the matter of co)yright
liability for secondary transmissions by cable television systems.
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Our position in this regard is set forth in the attached Statement of Spanish
International Communications Corporation, which we respectfully request be
made a pare of the record of the Hearings held earlier this summer. If desired
by the Chariman, we would be pleased to testify before the Committee on this
matter.

Respectfully,
REYNOLD V. ANSELMO,

Pre8ident.

STATEMENT OF SPAIISHI INTERNATIONAL COUMMUNICATIONS CORPORATION

I. INTRODUCTION

Spanish International Communications Corporation is the Federal Commu-
nications Commission licensee of television broadcast stations KMEX-TV, Chan-
nel 34, Los Angeles, California, KF`TV, Channel 21, Hanford, California, KWEX-
TV, Channel 41, San Antonio, Texas, WLTV, Channel 23, Miami, Florida, and
WXTV. Channel 41, Paterson, New Jersey. All of the Spanish International
stations broadcast almost exclusively in the Spanish-langaage, serving some six
to eight million Spanish-Americans (including Mexican-Americans, Puerto-Rican
nationals .and Cuban-Americans, among others) with quality news, public affairs
and entertainment programming.

The continuation of such quality programming on our stations is nvw seriously
theratened by recently adopted provisions of the Federal Communi ations Com-
mission relative to secondary transmissions by cable televisi i systems in the
United States. It is this situation which prompts our submissiea R;vich, as noted
br'"fiy above, deals principally with those provisions of the proposed I ;islation
(' 1361) which concern the copyright liability of cable television sYstems. A
brief background discussion will serve to put our particular problem in proper
perspective.

By letter to Congress dated August 5, 1971, the Federal Communications
Commission set forth proposals for the future regulation of cable television
systems. One such proposal was to permit the unrestricted importation, by U.S.
cable operators, of foreign language television signals (in our particular case,
television signals from Mexico). At the same time the Commission proposed
to limit the cable carriage of distant English-language signals to what was
termed "adequate television service" (see section 111(c)(3) of S. 13661). No
such limitations were placed upon the cable carriage of foreign-language broad-
cast signals.

In a letter dated September 22, 1971, Spanish International requested the
Commission to reconsider that part of its August 5 Letter of Intent which
sought to permit the wholesale importation of MIexican broadcast signals. The
letter took issue with the wisdom of such a policy and demonstrated that un-
restricted importation of Mexican signals could well destroy Spanish-language
broadcasting in the United States-a result, we urged, which could not possibly
serve the public interest in an effective and viable local television service for
the Spanish American population.

In our letter of September 22, 1971, we explained how this could occur. For
example, we pointed out that Spanish Internationci relies to a very large extent
on programming which is carried by many, if not all, of the Mexican border sta-
tions, and that many of the best programs carried on the MIexican network, and
distributed to border affiliates, are not made available to Spanish International
until as much as a year or more from the date of first transmission in MLexico.
In addition, we noted that while Spanish International is required to pay sub-
stantial duties, freight and taping charges to import quality Spanish-language
programming, Mexican stations, and U.S. cable television systems importing
their signals, are in a position to avoid these expenses. We concluded that .all
of these considerations added to a significant competitive disaCvantage for U.S.
Spanish-language broadcasters-who were now being asked to compete against
Mexican as well as other U.S. stations, for an audience, which has been recog-
nized by the Commission to be "limited in number".

Although it then appeared that the Commission's proposed cable regulations.
would tend to restrict importation of Mexican Spanish-language signals into
markets where there is a local Spanish-language station, by counting such im-
ported signals against the cable system's "quota", the current rules do not ap-
pear to have been interpreted by the Commission to give domestic stations such
protection. In addition, in those markets with no local Spanish-language sta-
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tion, distant U.S. Spanish-lanlguage stations can be "overlooked" by cable sys-
tems in favor of Mexican stations-no such "leap-frogging" policy is now per-
mitted for English-language stations. As noted earlier, this cannot serve the
public interest in an effective and viable local television service for the Spanish-
American population in this country.

We thus concluded that while importation of foreign signals may, in some
few instances, be appropriate, it should not be allowed where the viability of
U.S. Spanish-language television is jeopardized, or where U.S. stations offering
similar program fare-e.g. foreign language-are available off-the-air or via
microwave. And, we urged the Commission to adopt such a prohibition. In
essence, we asked that where cable systems have the choice of carrying U.S.
or Mexican foreign language stations, they be prohibited from importing MIex-
ican stations.

Illustrating our point: many cable systems in Southern California receive
both Mexican and Los Angeles signals off-the-air-including, for example,
Spanish International's KMiEX-TV--yet, many carry the MIexican station to the
exclusion of K.IEX-TV. There are also numerous cable systems in the four-
state southwestern border arfa carr ing Mlexican stations via microwave where
U.S. Spanish-language signals are also available. In each of these cases, however,
the cable s3stem is not carrying the U.S. Spanish-language station even though
English language signals from the same market (Los Angeles, for example) are
being carried on the cable system. This situation has proliferated under the
Commission's cable rulcs.

Although recognizing that "foreign language stations fulfill an important need
for what generally is an audience limited in number," the Commission, never-
theless, ignored the merits of Spani.h International's arguments. In a footnote
to its Cable Report the Commission stated:

",, Following oar August ietrer to Congress, the licensees or permittees of
Spanish-language stations in Los Angeles and Hanford, California, San
Antonio, Texas and IMiami, Florida, wrote to the Commission requesting that
importation from .Mexico of Spanish language stations not be allowed where
U.S. Spanish language programming is available either off the air or poten-
tially available via microwave. Wle recognize the argumncnts in favor of sup-
porting domestic -tation.v. However, above all, we are attempting to encourage
carriage of foreign language stations. Therefore, absent the unusual situa-
tion, we do not think any additional burden should be imposed on the cable
systems involved." (30 F.C.C.2d 143 at 180; emphasissupplied)

At that time we found it difficult to understand, if the Commission indeed does
"recognize the arguments in favor of supporting domestic stations", how it could
ignore these arguments solely because an "additional burden' of unspecified mag-
nitude would be imposed on cable television systems. We still find the Commis-
sion's determinations to lie somewhat perplexing and irrational.

On March 13, 1972, Spanish International filed a Petition fore Reconsideration
of the Commission's Decision, noting its earlier arguments in this matter-prin-
cipally, that a significant burden is being imlysed upon domestic UHF Spanish
language stations as a result of the Commission's .Mexican importation policy,
and that this policy fosters a grossly unfair competitive situation--and, in addi-
tion, pointing out that other dome.tie [i.e., U.S.] Spanish language businesses
would be similarly "burdened" by tie Commission's importation policy. In
response the Commission stated, referring to our Request for Reconsideration:

"As we noted in the Cable Television Report and Order at footnote 50, peti-
tioner requested following the issuance of our letter of intent, that importation
from Mexico of Spanish-language stations not be allowed where U.S. Spanish-
language programing is available either off the air or potentially available via
microwa,e. The petition for reconsideration restates that request. But we con-
sidered the request in finalizing the rules and see no reason to alter our view.
We are attempting to encourage the carriage of foreign language plrograming.
Where there i8 a local Spanish-language stations, it will of coutrse get carriage
priority. But outside its own market, where there is no "right" of carriage and no
special need for protection against other stations programed in the same language,
it is in the public interest to inmake foreign language plrograming available without
impediment. In unusual situations %ohere a domestic Spanish-language station
makes a compelling delmonstration for relief with respect to a particular applica-
tion. we can afford such relief under § 70.7. This should serve to maintain the
vitality of local foreign language services without. general restrictions on the
right of cable systems to distribute the programing of foreign X.tations." (empha-
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sis supplied; Reconsideration of Cable Tclevision Rcport and Order, paragraph
23; 36 F.C.C. 2d 326.)

The Commission, however, was far from being in complete accord on the matter
'of its Mexican importation policies. We would note particularly the dissent of
Commissioner Robert E. Lee:

"The majority treats the U.S. foreign language stations most shabbily. These
are struggling UHF stations, some losing money, some barely making it. The
majority lets CATVs import MIexican foreign language stations into the U.S.
without restriction-even though the Mexican fare is the same as appears on the
U.S. stations, only a year more recent. The majority says that the local 7UH
foreign language can object. Why should the burdnL be on the UHF to undertake
rclatively expensive proceedings? And ihat about the community where there
will now never be a local foreign language station because a CATV imports
Mexican stations?

"Further, these U.S. stations get no anti-leapfrogging benefits. A CATV can
be .vcated 100 miles away from the U.S. foreign language station and yet can go
600 miles to Mexico if it wants to do so. How does the maiority square this with
its desire to help U'T-, with its insistence that an ordinary UHF independent
could not be bypassed if located within 200 miles (in the case of the third inde-
pendent) ?" (Emphasis supplied.)

Commissioner Reid expressed similar concerns:
"Another pro.,em which was brg,,~ht to the attention of the Commission by

Petitions for Reconsideration was the problem of importing a foreign station for
foreign language programs under the provisions of Section 76.58(4)(b); 76.59
(2) (d); ;76.61(2) (e)....

". . . I believe we should have permitted cable sys.tem.s to carry only those
foreign stations tchose signals wccre available off the air, and prohibit the impor-
tation of such signals by microwave, from a foreign station. This is especially

true when non-English broadcast stations are readily available to the cable
system ... , especially so when they are Domestic Stations and it seems re' sonable
to me to protect them.

"... W.Te attempt to answer this problem by saying that-'In unusua' situations
m here a domestic Spa nish-language station makes a compelling demonstration for
relief with respect to a particular application w-e can afford such relief under
Section 76.7.'

'11'hile I recognize that they probably will file for special relief, and I would
hope wve iwould wcelcome it and grant favorable relief, I firmly believe that a
general policy would have been more beneficial." (emphasis supplied; Concurring
Statement of Commissioner Charlotte T. Reid, page 4).

Since the Commission's new cable rules became effective about a dozen addi-
tional cable system-operators have proposed to import Mexican signals into some
25 different U.S. communities-some of whi - already have a local Spanish
languag- station.

In these latter situations especially, a particularly onerous burden upon our
stations is fostered by the Commission's cable rules. For example, Spanish Inter-
national's KMEX-TV (Los Angeles) obtains significant quantities of its Spanish
language programming from Spanish Internati ' Network Sales, which is the
United States representative of V. T. Latin Programs, IMexico, whose associated
company also supplies programming to XEWT-TV, Tijuana. Thus, both stations
receive major amounts of programming from the same source and thus carry
essentially similar program schedules. For example, XEWT'-TV and KMEX-TV
are both carrying the following Spanish-language programs during their current
broadcast week:

KMEX-TV XEWT-TV

Loco Valdez Show (30 min.) ...................... ...... Saturday, 7:30 p.m ........... Monday, 7 p.m.
Variedades Vergel (30 min.) (Acompaname) ............ Thursday 10:30 p.m .......... Monday 10:30 p.m.
La Criada Bien Criada (30 min.) ...................... Monday, 9 p.m............... Thursday, 8:3C p.m.
Chespirito (1 hr). ............................ .... Friday, 8 p.m ............. Saturday, 4:30 p.m.
El Co.mnche (1 hr.) . ............... Monday, 8 p.m ............... Ssturday, 3 p.m.
Box De M'xico (1 hr.) .............. ............ Saturday, 10 p.m ............ Saturday (I hr.), 10 p.m.
football (2 hr) .............................. Saturday, 2 p.m ............. Sunday (I hr.), 4 p.m.

oches Tapatias (30 min.) ............................. Tuesday, 9 o.m ........... Sunday, 9:30 p.m.
Muneca (1 hr.).................................. Monday-Friday, 7 p.m ......... Monday-Friday, 11 p.m.



Thus, over 11 hours of KMEX-TV's weekly prime-time programming-which
is obviously crucial to its continuing viability-would be duplicated by the signal
of XDEWT-TV leveral cable television operators in the Los Angeles area are
now proposing co "import" the signal of XERWT-TV on their cable systems. In
such circumstances KME)X-TV faces the possible loss of some 40% of its prime-
time audience.

While in a normal situation involving English-language broadcast signals,
pervasive dinlication in programmnning of this-magnitude would entitle the local
television station to subs.ta;lial program exclusivity protection (as provided by
the Commission's cable television rules; see sections 76.151 et seq.), the appli-
cability of the Commission's program exclusivity rules to Spanish language
signals is unclear at best, and has never been determined by either the Com-
mission or its staff. In this connection, many questions still remain unanswered.
For example, are Mexican copyright holders subject to the notification reqaire-
ments of section 76.155? Indeed, are the 'copyright holders" referred to in sec-
tions 76.153 and 76.155 intended to include foreign nationals? If so, are Mexican
copyright owners who desire to retain exclusivity privileges required to notify
cable systems in the United States of programs broadcast in Mexico which are
later to b, licensed to U.S. television stations? What if the foreign copyright
owner doc. not know when, or even if, such programming will be licensed to
U.S. television stations or carried by -U.S. cable systems? The Commission obvi-
ously has not faced these matters--yet the protection afforded to copyright owners
under this scheme (even assuming such protection would be adequate for domestic
Spanish-language stations given the significant competitive disadvantage faced
by them) was intended to offset the possible inequities in the cable carriage rules.
Thus, their resolution is paramount to a meaningful national copyright policy.

II. PRESENT COPYRIGHT LIABILITY OF CABLE TELEVISION SYSTEM.[S WHICH IMPORT
MIEXICA'. BROADCAST SIGNALS AND THE PROPOSED S. 1361

Although there is no "international copyright" as such, protection against un-
authorized use in a particular country of a copyrighted work of a foreign national
is usually provided through an international agreement among nations. Both
Mexico and the United States are signatories to several international and bi-
lateral agreements which -provide essential international protection to copyright
owners of the respective countries; most notably, the Universal Copyright Con-
vention and the Buenos Aires Convention of 1910, among others. As a general rule
these treaties require a participating country-in our case, the United States-to
give the same protection to foreign works--i.e., those broadcast programs produced
by Mexican nationals-as it gives to works produced domestically, i.e., in the
United States (see Article II, Universal Copyright Convention of 1952, and pro-
posed section 104(b)'(1) and (2) -of S. 1361).

Thus, as a general rule, Mexican copyright owners of .- oadcast program fare
carried by U.S. cable television systems are entitled to the same copyright pro-
tection as American copyright owners whose programs are also.carried by those
cable systeims. Under the doctrine laid down by the United States Supreme Court
in Fortnightly Corporation. v. United Artists Telcvision, Inc., 3992 U.S. 390 (1968),
eable television systems were, in the limited circumstances then before the Court,
held not to "perform" the copyrighted material %within the meaning of the Copy-
right Act of 1909 (17 U.S.C. § 1), and thus, in effect, escaped copyright liability
for the cablecast of copyrighted works which were part of the broadcast signal
carried. Under Fortnightly, therefore, U.S. copyright owners were entitlea to no
protection from cable carriage of their works. In this way, Mexican copyright
owners were entitled to no greater protection-and received none.

Subsequently, however, in Coiumbi -Broadcasting SXystem, Inc. v. Teleprompter
Corporation, 476 F. 2d 338 (1973), the Court of Appeals for the Second Circuit
distinguished the holding in Fortnightly- as to the cable carriage of distant--i.e.,
non-local-signals, holding that when a cable television system distributed signals
that were beyond the range of local television receiving antennas, the cable
system was then functionally equivalent to broadcasting and would, in such
cases, be deemed to "perform" the programming on the imported signals dis-
tributed to subscribers 'within the meaning of the Copyright Act of 1909 (476
F. 2d at 349)

Under the Teleprompter decision, therefore, the cable carriage of "distant
signals" subjected the cable o wrator to full copyright liability to U.S. copyright
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owners, including injunctive action for infringement. The Teleprompter case is
now before the U.S. Supreme Court a;.d, if sustained, would provide complete
copyright protection to U.S. copyright owners-and, hence, to Mlexican copyright
owners as well. Yet, despite the fact that the Court of Appeals decision in Tele-
prompter is the law today, numexous cable televiiorn systems in the southwe,,tern
United States continue to import "distant" MIexican signals without any account-
ability to the Mexican copyright owners whatsoever. While the Commission's
cable carriage and program exclusivity rules (bee pages 2-4, 10-11, supra) are
designed to reach some compromise in this regard, as we point out above, the
applicability of the Conmnission's cable carriage rules to-Spanish-language pro-
gramming is considerably different than it is to English-language programming
(see page 2, supra), and the extent of the applicability-indeed, if any is con-
templated-of the program exclusivity rules to Spanish-language stations is
considerably in doubt (see pages 10-11, supra).

The resulting injury to domestic (i.e., U.S.) SpaInish-language broadcast sta-
tions is obvious-in exchange for unlimited and unfair colnpetition from 3Mexico.
domestic Spanish-language broadcast stations lda e received little or no copyright
protection for their programnifg. Moreover, the current Copyright Act does not
permit such sacrifice at the expense of the copyright interests of foreign na-
tionals; and as we discuss in more detail below, neither should the proposed
legislation (S. 1361).

Other Spanish language businesses a e also being "burdened" by the Com!mis-
s,on's MIexican importation policy. In v letter to the Commission dated Decem-
her 20, 1971 (copy attached), Aztecsa Films, Inc., a California corporation
engaged in the business of Spanish-language feature film distribution in the
United States, demonstrated the adverse effect that the Coenmissisc's policy
would have on Spanish-language theatres operating, in border states. Aztcva
notes that in several ca-es U.S. cable systems have imported such recent Mexican
motion picture films that they have not yet been exhibited even in the U.S.
Spanish language theatres, and that additional years would pass before these
-films would normally become available to:domnestic Spanish-language television
stations (Azteca, page 5). This situation Will become increasi.gly more frequent
If the Commission's "Me-!zan importation" policy is allowed to continue. Spianish
language theatre exhibitors in CATV areas would be forced to close their the-
atres, and film distributors, such as Azteca, no longer able to guarantee the first
run and exclusive proi isions essential to their operation, would be forced out of
business.

Similarly, in a letter to the Commission dated December 21, 1971 (copy
attached), fhe Asociaci6n de Productores y D)itrlbuldores de Peliculas Mexi-
canas tMexican Motion Picture Producer Asso-iatlon), comprising the more
than sixty Mexican companies whose business 'is the production of Spanish-
language feature motion picture filn., showed the consequences of the Commis-
sion's "importation" policy on the Mexican motion picture industry. As described
by the Association on pages- 1-2 of its December 21 letter, virtually every MIex-
icen produced feature motion picture is licensed by American-based distributing
companies (such as Azteca) to theatres located in U.S. communities with large
Spanish speaking populations. Thereafter they are licensed to U.S. television
stStions also serving Spanish speaking comnimiunities. The fees received froeni the
licensing of these pictures range from several thousand dollars, in large theatres
for the most important metion-pictures, to a few dollars from small town theatres
and television stations. The total fees received by the Mexican producers for
U.S. -theatre and television licenses amount to between fifteen and fifty percent
of the total revenues of the Mexican motion picture producers from the entire
world, including-the Rlepublic of Mexico. The "receipts from w'.niin the U'nited
States are absolutely vital to the reco 3ry of tile cost of production of the said
Spanish-language motion pictures, and, in turn to the continued existence of the
Mexican- motion picture industry, at least in its pres(nt form." (Association,
page 2). While the greater part of such revenue within the United States derives
from licenses-to Spanish language theatres, an increasing portion comes from the
licensina to U.S. television stations.

As briefly discussed above, related to this same probleLl, of course,- s the matter
of, international copyright, and in this regard the-reaction of the MIexican-movie
in.iustry to0the-Commission's proposed policy is no, tworthy:

"Therl i a vital and- essential difference between the capture and dissemina-
don of -copyrlig'ted material by cable television systems that originates within

z.a United S, aits and that which originates outside .he borders of the United
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States. . respect to copyrighted material licensed for broadcast within the
United States, there is, in fact, a license for the copyright jurisdiction within
which the 'able dissemination is made. Furthermore, the copyright owner can
negotiate a 'ee commensurate with the extent of the use.

"In reslpe t to copyrighted material licensed for broadcast solely outside of
the United States (in this case the Republic of Mexico only) the United States
cable system is taking and using literary property within the United States which
is not licensed for exploitation within the United States at all. The copyright
owner cannot negotiate a license requiring the Mexican television station t6 pay
any additional fee for the exploitation within the United States-a jurisdiction,
in fact, not within the license granted to the Mexican station.

"Seemingly the rules of the Commission permit the United States cable system
to take the property of the Mexican owner of the Mexican and United States
copyrights without the necessity of anyone having obtained a license to exploit
the material within the United States. This is particularly grave inasmuch as
there is no apparent legal recourse, and there is no apparent impelling public
interest need for such punitive regulations in respect to the motion picture indus-
try of a friendly country." (MIexican Producers Association, December 21, 1971,
letter.to FCC, emphasis added).

Nevertheless, the Commission -remains unpersuaded by the growing anxieties
of 3Mexican copyright owners who feel that they have been treated unfairly. It is
apparent that the Con. nission has totally ignored the international political con-
sequences of its policy. In this connection, the Mexican Producers Association
states at page 5 of its December 21 letter:

"It is the- final opinion of the Association -that the Commission has not taken
into consideration-at all the grave and unwarranted economic damage to an im-
portant industry or. - friendly, -neighboring country by permitting the taking of
its property without compensatio., ,nsofar as actual television exploitation within
the United States is concerned and the endangering e& its entire revenue from
the United States market from both television and thea.:ical exploitation."

These important political questions and the international- consequences of the
out-of-hand rejection of these concerns should be carefully considered by the
Congress before allowing the Commission to continue on a course that could
severely impair if not destroy the economic well-being of numerous businesses in
both the United States and Mexico.

The so-called, and much heralded, OTP-FCC Consensus Agreement which
gave rise to the Commission's cable carriage and program- exclusivity rules and
the proposed section 111 of S. 1361, obviously %as not concerned with the-type of
problem which we find to be substantial. Nor did we ever really expect it to be.
Nevertheless, in the circumstances in which Spanisht International now finds
itself, we must conclude that no justification manifests itself which would war-
rant changing the curient provisions of the Copyright Law Io permit cable
television systems an unfettered right to use the lawfully copyrighted works of
friendly foreign nationals without-the accountability to which they are entitled.
There is no necessity or benefit received from giving cable systems preferential
treatment in this manner. Cable tele-ision systems should be required to obtain
liceunes from foreign copyright owners just as do the movie theaters and broad-
casters with whom they compete.

It is the marketplace which should decide the supply and distribution of pro-
gram fare and not some regulatory schieme filled with virtually insurmountable
administrative burdens, -rxot to mention a multitude of uncertainties, vagaries
and the like.

The compulsory licensing scheme envisioned by section 111(c)-of the proposed
copyright bill-is no answer to this problem. We have-already shown (see pages
11, 15-18, supra) the great burdens placed upon the Mexican copyright holder
.by the Commission's program exclusivity rules. In addition, there are the re-
quirements imposed by the proposed bill, itself; for example, section 1ll(d) (3)
(A). Indeed, sections 111 (c) (2) and (e) (2) (B), of S. 1361 do not appear to
allow the unrestrlcted carriage of Mexican signals-i.e., ,without counting against
the distant signal- quota (as- set forth in the definition of "adequate television
service" in 111(c) (C'))-as the Commission's -current rules permit.

Spanish International. Communications Corporation, therefore, urges that
the Committee clarify the provisions of S. 1361 to exclude from the compulsory
licensing provisions-of section 111, the carriage of foreign signals, with the result
that current W'yright requirements will continue in effect so as to-require cable
television systetms.to secure a proper license before they could distribute l/ the
United States program fare produced and licensed in Mexico.
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·More specifically, section 111(c) should be amended to add a subsection (5)
which vwould state as follows:

"(5) Notwithstanding any other provisions of this section, the secondary trans-
mission to the public by a cable system of a primary transmission made by a.
broadcast station licensed under the laws of a foreign nation that is a party to
the Universal Copyright Convention of 1952, and embodying a performance or
display of a work, is actionable as an act of infringement under section 501, and
is fully subject to the remedies provided by sections 502 through 506, and no such
tra.nsmission shall be subject to the compulsory licensing provisions of this
section."

In addition, section 002(a) of S. 1361 should be amended to state that [the
italicized portion is the suggested amendment]:

"(a) Notwithstanding any other provision of this Act, except as set forth in
subsections (1), (2), (3) and (b) below, the importation into the United States,
without the authority of the owner of copyright under this title, of copies or
phonorecords of a work or any other literary, dramatic or musical work in the
form of motion pictures or other audiovisual format that have been acquired
abroad is an infringement of the exclusive right to distribute or perform the
work under section 106, actionable under section 501 .... "

It is important to emphasize that we are not asking for more protection than
is available to other U.S. stations. Indeed, if the Commission had sought to limit
the carriage and distribution of foreign signals as it has in teh case of English-
language stations (see pages 2-4, 8supra), additional relief might not be required
here. The Commnission, however, has not seen fit to treat U.S. foreign-language
stations on a par with English-language stations and thus we are left with no
protection at all.

RICHARD H. DUNLAP,
Los Angeles, Calif., December 20, 1971.

Mr. BEN F. WAPLE,
Sccrctarny, Federal Conmmunications Commiss8e:i,
Washington, D.C.

DEAR MIR. W.APLE: This letter is submitted on behalf of Azteca Films, Inc.,
a California corporation, having its head office in Los Angeles, California, and
with four other regional offices.. The business of Azteca Films is the distribution
within the UAited States of Spanish language feature motion picture films most
of which are produced in the Spanish language within the Republic of Mexico.
Such films are licensed to theatres within the United States catering to Spanish
speaking persons and to domestic television stations serving the large Spanish
speaking communities within the United States.

A substantial portion of such Spanish speaking communities are located within
the states adjoining the Republic of Mexico. i.e.: Texas, New Mexico, Arizona
and California. Each- of these states contain large populations of Spanish speak-
ing Americans of Mexican descent.

For many years Azteca Films has served the Spanish-American populations
in this market by licensing its Spanish language films to theatres and to tele-
vision stations within the said border area. Owners of domestic Spanish lang ge g
television stations-in particular the small UTHF stations catering to the Sr sh
language communities-have advised Azteca Films that the mainstay -ef tneir
Spanish language programming consists of Spanish language Mexican-produced
films they license from Azteca Films.

It has recently come to the attention of Azteca Films that the Commission has
permitted, and by letter to Congress dated August 5, 1971 proposes to continue
to rp .mit, community antenna television systems to import without resrictions
the signals of .iexican-based Spanish language television stations into markets
not within the top 100 markets and into the top 100 markets with some limitations.

'It is the considered opinion of Azteca Films that said unrestricted importation
of Spanish language signals, particularly the unresti.eted importation of Spanish
language feature films by CATV systems into the United States, will destroy-the
independent Spanish language television broadcasting industry in the United
States. Such a policy cannot serve the public interest inasmuch as the United
States Spanish American population is certainly entitled to be served by a healthy
and effective United States-based television industry attuned to the needs and
aspirations of the Spanish-American communities in thle United Stat:.s.

Spanish-language television programs originating in MIexico are created for and
directed to the lMexican people in Mexico and the broadcasting stations are closeil
controlled by the Mexican government. The program content is supervised by the
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Mexican government and the Mexican television stations are required to broad-
cast Mexican government originated programs imbued with Mexican government
points of view on a daily basis. Some portion of this material may be assumed
to be of less interest and of less benefit to the Spanish-American populations
within the United States than Spanish language material selected by, and broad-
cast by, United States-based television stations.

Inasmuch as the decisions of the Commission in respect to the carriage of sig-
nals by its licensees, including CATV operations, are based upon the public in-
terest, Azteca Films believes that a brief analysis of the effect of the unrestricted
permission granted to CATV operations to carry into the United States foreign
language programs originating in the Republic of Mexico is in order.

As illustrative of general conditions along the MIexican-United States border,
Azteca Films directs the attention of the Commnssion to the situation existing ina
the Southern Rio Grande River Valley in Texas.

Valley Cable TV, Harlingen, Texas, directly and through microwave connec-
tions, operates its CATV systems in the Texas communities of Pharr, MeAllen,
Mission, Edinburg, San Juan, Alamo, Westlaco, La Feria, Donna, Mercedes, lIar-
lingen, San Benito, Raymondsville and Brownsvil'e, all of which contain a high
percentage of Spanish-speaking persons and homes. Said Valley Cable TV pres-
ently is importing and providing to its subscribers the following full time Span-
ish language signals from Mexico:

XH'AV-TV-.Iatamoros, 'Mexico
XHX-TV\r-Monterrery, Mexico
XE'T-TV-lMonterrery, 'Mexico
XESB-TV--Monterrery, Mexico.

In addition said Valley Cable TV carries, only on a part time basis, the signals
of your licensee, KWEX-TV, San Antonio, Texas, a Spanish-language station,
belonging to Spanish International Broadcasting Company. Southwest CATV,
Inc., a company affiliated with Valley Cable TV and the licensee of the CARS
system which services the said communities, on December 10, 1970, requested the
Commission to renew its Community Antenna Relay Station licenses indicating
that it desired to continue to provide the above described signals to its sub-
scribers.

From written information Azteca Films has obtained, and which it believes to
be true, it appears that Valley Cable TV is experiencing a surging growth, much
of which is believed to be the result of the importation of the Spanish language
signals from the Mexican stations in hIonterrey, Mexico.

The effect of the different business entities affected by said unrestricted im-
portation -of signals in the Spanish language from Mexico is commented upon
immediately below.

1. Valley Cable TV. There-Nxould seem to be no doubt but that said permission
presently benefits the stockholders of Valley Cable TV.

Two of the Monterrey, Mexico stations picked up by Valley Cable TV broad-
cast the programs of the two existing Mexican nation-wide television networks
and the third Mlonterrey staticn broadcasts the best franchised independent
material available in Mexico. Said 3Iexican-originated signals include many
feature motion pictures in the Spanish language each week, the same feature
motion pictures for which the exclusive exploitation rights for the United States
have been acquired by- Azteca Films for licensing within the United States.

It is the belief of Azteca Films, based upon its own experience and upon
interviews with other owners of right to exploit Spanish language films in the
United States, that Valley Cable TV makes no arrangements for the use of said
Spanish language motion picture films, but, in fact, transmits them to its sub-
scribers via microwave .. t no cost to itself for said material and without seeking
or obtaining permission for such use.

At this point it is pertinent to point out vital differences between a domestic
CATV system's use of domestically broadcast literary property and a domestic
CATV system's unauthorized and unlicensed use of literay property broadcast
from- Mexico.

When a domestic CATV system carries literar:' property originating with a
domestic station, the owner of said laterary property has licensed the use of said
material to the domestic station. The owner can have access to the public records
concerning the broadcast range of the said station, including its CATV connec-
tions, and can negotiate a license fee commnensurate with the extent of the use. In
the case, however, of a domestic CATV system-carrying literary property origi-
nating from a- Mexican station far into the United States to its subscribers, the
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owner of the United States exploitation rights to said material, is deprived of
his property without compensation. Said owner cannot protect even its United
States licensees, to which it may have previously licensed the exclusive right to
perform via televiison, the same property which the domestic CATV system now
brings into the market from outside the United States, free of cost and without
license.

With the unrestricted permisison given by the Commission to Valley Cable TV
to import as many Spanish language signals from Mexico as it may-elec. there is
small or no incentive to Valley Cable TV to carry domestically originated Spanish
language signals.

Azteca Films has in its possession written information, dated January 29, 1971,
to the effect that Valley Cable TV was carrying the San Antonio, Texas Spanish
language television station, KWEX-TV, on a full time basis only in 'the towns
of Alice and Falfurrias among the fourteen, or more, communities it was serving
with Spanish language signals. 'It seems quite apparent that Valley Cable TV
has been largely by-passing the Spanish language programs transmitted by the
San Antonio station in favor of the Mexican originated signals. Valley Cable TV
seemingly has elected to completely by-pass Spanish language signals originat-
ing from other domestic stations which are available to it.

There is another reason why Valley Cable TV elects to import said Mexican
originated signals instead of carrying domestically originated Spanish language
programs. The two Mexican television network stations in Mlonterrey, whose
signals are imlported and carried by Valley Cable TV, include among their pro-
granis very new and important Mexican feature motion picture films. Azteca
Films has been informed that Valley Cable TV has imported from Monterrey
and carried to its subscribers, 1Mexican motion picture films of such recency of
production that they have not yet been exhibited even in the numerous Spanish
language theatres in the United States, operating within the communities served
by Valley Cable TV. Motion picture films of this recency would not be licensed
by the owners thereof for broadcast by domestic United States Spanish language
television stations for, perhaps, two to three years following the theatrical ex-
hibition of the same in the United States, which is a policy similar to that
common within the greater English language motion picture film market.

The consequence is that Valley Cable TV is attracting subscribers in the
Spanish language community by offering to such subscribers feature motion
pitcure films obtained from Mexican originating signals, before such motion pic-
tures have been made available to Spanish language moton pictures in theatres
along the border and before such motion pictures are available for licensing by
the United States-based Spanish language television stations.

It is worth remarking that the Commission's rules in this area permit the
Spanish language subscribers to the Valley Cable TV service to obtaiin benefits
that no English language community obtains from direct, or cable, television.
Such unfoieseen benefit consists of the availability of feature motion pictures
fillr-s via cable before those films are available to the comnalfty in theatres or
by direct television transmission. The above mentioned inducements to Valley
Cable TV, and other similarly situated border CATV systems, to utilize 'Mexican
signals rather than domebtic Slranish language signals, causes irreparable dam-
age to both the owners of the United States rights to the literary property
(luotion pictures and other filmed material) which are imparted by the border
CATV systems and to the domestic television stations attempting to serve Span-
ish American communities with domestically produced programs.

2. United States based telcfsion stations transmitting in the Spanish language.
It has been stated above that Valley Cable TV, and similarly situated border

CATV systems, have no incentive and small interest in carrying the signals of
domestic television stations broadcasting in the Slpanihl language when they are
permitted to import from Mexico all of the Iexsican network signals as well as
the best Mexican franchised Spanish lo aguage programs.

The domestic Spanish language television stations must license Spanish lan-
guage filmed material, including Spanish language feature me ion picture films,
from the owners of the rights to exploit the same in the 'United States. They must
pay a- license fee, and they must await availability of the feature motion picture
films until -those filmn. rave been exhibited in the Spanish language theatres in
the communit;.

The result is that the border CATTV systems supply-to their subscribers recent
Spanish language films, and other taped programs, the signals of which are
imported from Mexico without payment or permission (other than that granted
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by the Commission's rules), while the 'domestic stations cannot program the
same films and other material until some later time and after having Ipaid a
license fee for such material to the owners of the rights.

It follows that ouch border C.A' .. ystem., increasingly will ignore the carriage
of domestic Spanish language stations to the economic damage of slid domestic
stations.

8. Owners of rights to exploit in the Unitcd States Spanish languagc filmed and
taped Imaterial

Azteca Films is one of several companies that have spent millions of dollars
to acquire the rights to exploit within the United States theatrically and by-
means of television Spanibli language motion picture filns principally from the
Republic of 1Mexico. It has slent a very substantial additional sulnm in mnlaking
negatives and prints of said fiims. It maintains a large organization to license
the rights to exploit such films.

The pri.lcipal licensors of such films for television are the VH-IF and U1HF
statioi.. %ithir. the states of Texas, New Mexico, Arizona and California which
broadcast in the Spanish language. Such said stations obtain such films from
Azteca Filmls, and fromn other oic t:rs of right. to exploit Spani.ll language films
in the United States, by pa.; ing a negotiated license fee to Azteca Films and to
others. Azteca Films has invested in the said rights fo. the United States to
such said films under thL belief that the market for such prodtluct iNas stable and
w;'as increasing. Azteca Filmn.s has conmbidered that thile number of Spalnish lan-
guage domestic stations, both VIIF and UHIIF, would increase substantially to
cover areas within *.taid border .states not set covered by Spanish language pro-
gramlning, and that the economic strength of such stations swould improve as
service improved.

Azteca Films believes that the Commission's present regulations, permitting
CATV s.-stems, with microwave connections, to import signals from 3Mexican
stations and to carry such signals to subscribers will bring to an end any prospect
of the growth and of the economic strengthening u.f domestic Spanish language
stations. This, of course, will greatly inhibit the possibility of Azteca Films of
recovering its investment, ald will also bring to an end the purchase by Azteca
Films, and others, of rights to exploit Spanish language films in the United
States. In this event the domestic Spanish language stations no longer will be
able to obtain licenses for the Spanish language films that are today a vital
part of their Spanish language programming. Such will have a substantial eco-
nomic impact as well on the entire Spanish language motion picture industry of
Mexico which depends to a considerable degree on patronage by Spanish language
communities within the United States for recovery of the production costs of its
motion picture films.
5. Summary--he Public Intecrest

It is the opinion of Azteca Films that the Commission has not taken into con-
sideration to a sufficient degree the substantial damage occasioned by the Com-
mission's rules permitting border CATV systems to pick up, import and dis-
seminate to its subscrilers nithin large areas of the United States broadcast
signals from Mexican stations carrying filmed and taped material intended-for
the Spanish speaking communities in Mexico itself. Without commensurate bene-
fits, the following harm can be described.

(a) The domestic Spanish language stations cannot prosper or expand their
markets when exposed to the flood of Spanish language television material picked
up and impalrted from MIexico by tile border CATV systems and disseminated
by microwave over large areas.

(b) United States advertising sponsors are precluded from reaching a poten-
tially wide market by the present rules which induce the CATV systems to utilize
Mexican originated Spanish language signals rather than do. astic Spanish
language signals. If the CATV systems were precluded from .lcking up the
Mexican signals, such systems would pick up the many available domestic,
Spanish language stations, tile consequence being that the advertisers would
reach a much wider audience. In turn this would permit the domestic Spanish-
language stations to increase their fees and be able to provide better Spanish
language programming.

(c) The ,wners and distributors of Spanish language, Alexican-produced,
feature motion picture films have invested.very substantial sums in reliance on
a United States market for their rights. The unlicensed, free importation of this
same material by border CATV systems is rendering these rights worthless.



660

Such owners cannot protect even the domestic television stations to lii~h they
have licensed, for a reasonable fee, stleh nm;terial against the prior, free dis-
sewllinalitio of such material by the border CATV stations throughout the expand-
ing microwave areas.

(d) The cable television industry is permitted by the present rules of the
Commission to receive a free windfall of copyrighted material from a foreign
country to the substantial damage of many 'Mexican and American interests
without fulfilling any purpose hlicll could not be fulfilled at this time from
do,,icstic sources of Spanish language pirogramas. For exanmple Azteca Films would
be willing to license Splauish language filnls to Valley Cable TV for reasonable
license fees.

(e) Under tile present ,rules the Splanish American communities are exposed
to a lood of foreign broadcasts fronm Mexico, none of which is under the sur-
veilialmce of the Commission anl some part of whicht is designed to politically in-
fluence tile Spanishi speaking audiences for which such MIexican broadcasts are
intended. The commercial attractiveness of much of tile Mexican-originated
signals mnake it (collpetitively difficult for prograll. )roduced and originated
by Spanlish American grouls to b)e disseminated inal, ucl as the border CATV
systems show little interest in carrying domestic Spallislh language stations.

In summary, it Nxould seem tu, Azteca Films that the public interest would
be served by prohil,iting the importation into the United State by cable tcle-
vision of the signals of Mlexican based television stations, thereby inducing the
border cable tele ision systems to rely on the available domestically based
.Spanish language programming and feature films.

Respectfully submitted,
RICHARD II. DUNLAP,

Attorney for Azteca Films, Inc.

RICHAnD II. DUNLAP, ATTORNEY AT LAW,
Los Angclcs, Calif., December 21, 1971.

MIr. HENrY GELLER,
Fcderal Comm unicttions CommnitIssiom,
WVashington, D.C.

DEAR Mlr. GELLEU: Yesterday I mailed to you a copy of a letter to the Commis-
sion on behalf of Azteca Films, Inc., and today I enclose a copy of a second letter,
this one on behalf of the Mexican MIotion Picture Producers Association.

Both letters attempt to explain the substantial economic harm being done to
,the Mexican motion picture and television industry, and to the American Spanish
language VIIF and UIF sations, by the Commission's regulations permitting the
imporlation of Mexican television signals into the United States by border cable
television systems.

I hoae I have been successful in putting into readable language the fact that a
prohibitlon of such importation would not deprive the border cable television
systems of anything other than an Inequitabli time priority over domestic sta-
tions inasmuch as the last named, in fact, license the same material for broadcast
at a somewhat later date. Such material is, and would continue to be, available
to the cable systems. However the other side of thl coin-the damage to all other
entities aside from the cable systems-can he corrected only by requiring (by
dleprivation of the imported product) such cable systems to utilize the domestic
Spanish langunge signals.

It Is understandable that Valley Cable TV will use all its resources to continue
to enjoy the present unwarranted and unnecessnry bonanna; however I hope that
these documents will show that the slight additional benefit to Valley Cable TV
made available by such Importatlon plermission will be shown to be wholly out-
weighed by the grove economic injury to all the other entities involved in this
problem.

I still appreciate your attentive and courteous consideration of this at the time
of our personal conference in your office some weeks ago.

Very truly yours,
RICHaRD H. DUNLAP.
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RICHARD II. DUNLAP, ATTORNEY AT LAW,
Los Angeles, Oalif., Decemnber 21, 1971.

Mlr. BEN F. WAPLE,
Secretary, Federal Conmmunicationls Commission,
Wasvington, D.C.

'I)DFA MR. \WAPLE: This letter is written on behalf of Asociacion de Productores
_y Distribuidores de Peliculas Mexicanas (Mexican Produ:ers Association), a for-
inal association of the more than sixty 'Mexican corporations, whose business is
the production of Spanish language feature motion picture films, and which is
'located in Mexico, D:F., Mexico. Its content and its submission have been author-
ized by Sr. Fernando de Fuentes, President of the Association, and its Board of

,Directors. Reference to the said Mexican Producers Association will be made
hereinafter to the "Association".

For over forty years Mexican motion picture producers have been producing
.feature motion picture films for exploitation in the many countries and areas of
the world in which the 'Spanish language is spoken. For'many years the producer
'members of the Association have been producing between 70 and 120 new feature
'length, Spanish language, commercial motion pictures, all of which are duly
copyrighted in 3Iexico and in the United States of America. Virtually every such
feature motion picture is licensed by American-based distributing companies to
theatres located within the large Spanish speaking communities within the
United States, and later to United States VIIF and UHF television stations
serving such Spanish speaking communities within the United States.

The license fees received f rom the licensing of the said motion pictures range
from several thousand dollars per exhibition license in comlection with the first
exhibition in large theatres in the United States of the most important motion
pictures ,to a f'w dollars per license received from licenses to small town theatres
-and VHF or IljIF television stations in the United States. The total fees received
by 'the .Mexican motion picture prroducers, thiough their United States distrib-
utors, for such licenses of such copyrighted motion pictures within the United
States, amount to between fifteenl and fifty percent of the total revenue received
by said Mexican motion picture pro6ducerb from the entire world, including the
Republic of Mexico. Said receipts from wvithin the United States are absolutely
vital to the recovery of the cost of production of the said Spanish language
motion pictures, and, in turn to the continued existence of the Mexican mnotion
-pictureindustry, at least in its present form.

The greater part of such revenue from withlin the United States derives from
,licenses to Spanish language theatres serving Spanish speaking communities in
the United States. However alln increasing portion of such revenue derives from
'the licensing of such Spanish language feature motion pictures to United States-
based VHF and UHF television broadcasting stations which serve the Spanish-
American communities in the states of Texas, New Mexico, Arizona and
,California.

The Association has become acutely aware of a practice, apparently approved
by the Federal Communication Commlission of the United States, which permits
the importation of IMexican television signals from Mexican television stations
into the United States and their dissemination to ever-widening markets within
the United States by means of exlpanding andl iter-connected cable television
.systems. No permission is requested, and no license fee is paid(, by such cable
television systems for the unauthorized taking ,,nd exploitation for economic gain.

·of the Spanish language motion pictures belonging to the producer-memlbers of
the Association.

The Association is informed that an American corporation located in Har-
lingen, Texas, ana known a's Valley Cable TV, is capturing signals birbad(nst
:from three Miexican stations ii. NMonterrey, Mexico and fron one .Mexican station
in Matamoros, ,Mexico and disseminating these signals to many thousands of
'Spaiiish-speaking homes, via microwave connections, in South Texas.

The Association, reslectfully but urgently, calls the following factors in con-
nection with this unlicensed u.se of this Mexican and United States copyrighted
.motion picture filnm property to the Commission's attention.
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1. The filmed and taped material broadcast by the four Mexican stations in
Mexico is broadcast under licenses delimiting the territory and use to be made
of such material. In no case does the license include any part of the United
States.

2. Mluch of the filmed material broadcast by the MIexican statioi.s consists of
feature motion pictures belonging to the producer-memlnbei of the Association.
Many of said motion pictures are of very recent production date and-the Mexican
television stations broadctast them even before their theatrical exploitation
within the United States.

3. All of said motion pictures are also licensed later and separately for tele-
vision exploitation within the United States to various United States entities, in
some cases distributors and in many cases directly to United States television
stations serving the Mexican-Anmerican, Spanish sleaking communities in the
states of the United States bordering the Republic of Mlexico.

4. Valley Cable TV, and other similarly situated cable television systems
located on the United States side of the MIexican-American border, obtain no
license from the o. ners of the copyright of such filmed and taped material either
in Mexico or in the United States to exploit such copyrighted material.

5. There is a vital and essential difference between the capture and dissemina-
tion of cop3righted material by cable television systems that originates within
the United States and that which originates outside the borders of the United
States. In respect to copyrigited material licensed for broadcast within the
United States, there is, in fact, a license for the copyright jurisdiction within
which the cable dissemination is made. Furthermore the copyright owner can
negotiate a fee commensurate with the extent of the use.

In respect to copyrighted material licensed for broadcast solely outside of the
United States (in this case the Republic of Mexico only) the United States cable
system is taking and using literary property within the United States which is
not licensed for exploitation within the United States at all. The copyright owner
cannot negotiate a licnse requiring the Mexican television station to pay any
additional fee for the exploitation w:thin the United States-a jurisdiction, in
fact, not within the license granted to the ~:exican station.

Seemingly the rules of the Commission.permit the United States cable system
to take the property of the Mexican owner of the Mexican and United States copy-
rights without the necessity of anyone having obtained a license to exploit the
material within the United States. This is particularly grave inasmuch as there
is no apparent legal recourse, and there is no apparent impelling public interest
need.for such punitive regulations in respect to the motion picture industry of a
friendly country.

6. The Association understands the desire of the Commission to assist the
rapidly expanding United States cable television industry and understands the
aim of the Commission to bring Spanish language entertainment to the Spanish
speaking; Mlexican-American communities within the United States. It is the
opinion of the Association, however, that the Commission has not adverted to the
fact that such entertainment is presently available to the border cable television-
systems from Spanish language full time broadcasts originating within the
United States. For example, Valley Cable TV has access to KWEX-TV, San
Antonio, Texas, a full time, high-qualitty Spanish language station, and has access,
via microwave, to other excellent and growing Spanish language, United States-
based television stations as well. To adequately serve the Fpantsh language com-
munities reached by Yalley Cable TV, and other similar situated border cable
systems, the importation of 'MexiCan originated signals is not necessary.

It is the further opinion of the Association that.the Commission has not ad-
verted to the actual and potential harm done to the Commission's own domestic
VIIF and UIHF Spanish language station licensees by permitting border cable
television systems to import and disseminate widely Spanish language programs
from .Mexico instead of utilizing fully the excellent Spanish language program-
ming originating within the United Stalts. The Association does not need to-direct
the Commission's attention to the importance of supporting its domestic VHF and
UHF Spanish language stations.

It is the final opinion of the Association that the Commission has not taken into
consideration at all the grave and unwarranted economic damage to an important
industry of a friendly, neighboring country by permitting the taking of its prop-
erty without compensation insofar as actual television eiploitation within the
United States is concerned and the endangering of its entire 'evenue from ;e
United States market from both television and theatrical explo, ttion.
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In connection with this last statement-the endangering of its entire revenue
from the United States-the Association has stated hereinabove that recently
produced Mexican motion pictures have been imported from Mexican broadcasts
be Valley Cable TV and disseminated to the South Texas pJublic before those mo-
tion pictures have had even a first exhibition in some South Texas Spanish lan-
guage theatres. The said theatre operators have advised that they will have to
close their theatres if such a practice continues. If such a problem existed only
in South Texas the economic harm to the Association's producer-members would
be serious enough; however the actual and increasing wide dissemination by
microwave of cable-transmitted programs could mean the death blow to Spanish
language theatrical exploitation of motion pictures in the United States.

8. In no sense does the Asociation desire to restrict or to restrain the access
by Si,anish-speaking, Mexican-American )inmunities to top quality Spanish
language film and tape material, including the best Mexican-produced Spanish
language feature motion pictures.

There is, in the Association's opinion, one, and only one, equitable and wholly
reasonable means of achieving such public interest aim. Thl.t i.s for the Commis-
sion to prohibit the unlicensed importation into the United States of Mexican
television signals by United States based cable television. This will cause such
cable television systems to fully utilize the programs in the Spanish language
originating from VIIF and UHF stations within the United States.

At this point it is important to note ,that such domestic VI-IF and UHF sta-
tions, in fact, obtain by license much of the same film and tale Mlexican material
which Valley Cable TV imports, free of license, at a prior date. It is equally
important to note that such material is, and would continue to be, available to
Valley Cable TV' from such domestic V1HF and UHF stations although at a some-
what later date.

Sich a prohibition wili also prevent the serious o - damaging economic harm
pre,.sently caused to the Mexican motion picture and television industry.

RICHARD H. DUNLAP,
Association's Attorney.

ADDENDUM TO STATEMENT FOR SPECIAL LIBRARIES ASSOCIATION REGARDIN-G LIBRAtRY
PIIOTOCOPYINO PROVISIONS IN THE REVISION OF THIE COPYRIGHT LAW, S. 1301, AS
PRESENTED ON JULY 31, 1973

A proposed amendment to § 10S(d) of S. 1361 was presented by the Association
of Research Librries (ARL) and the American Library Associaticl (ALA) at
the hearings on July 31, 1973. Because SLA was not aware of the proposed
amendment before the hearing, I was ,not able-to reply for SLA when the Conm-
mittee's Chief Counsel asked if the ARL-ALA proposal was acceptable to ,SLA.
Since then, I have communicated with members of the SLA Board of Directors
by means of a telephone conference call.

In this Addendum, SLA is presenting our reply plus comments on several other
items in S. 1361 which are pertinent to our position as well as pertinent to our
comments on the ARL-ALA proposed amendment. Our comments are presented
in the sequence:

1. SLA Adherence to the Position.
2. SLA Opinion Regarding the Proposed ARL-ALA Amendment.

211 In relation to proposcd§ 108(d) (1).
2.2 In relation to proposed § 108(d) (2).
2.3 In relation to the Qualifying Clause of proposed § 108 and to existing

§108(a) (1) and (2).
2.4 Summary.

3. Support for proposed National Commission on New Technological Uses of
Copyrighted Works.

1. SLA Adherence to its Position. SLA maintains as its first preference, the po-
sition as presented in our written statement (dated July 26, 1973) as presented
to the Subcommittee. To restate our position briefly, it is one which seeks to reach
an intermediate position of accommodation between the seemingly irreconcilable
position3 of publishers and literary authors on the one sidc, and the-positions of
some parts of the library and educational communities on the other. We have sug-
gested that there be a provision for the payment of a per-page-royalty on photo-
copies of copyrighted works at a rate of "cents-per-page." Such an arrangement
has precedence already in the proposed Copyright Act in §§ 111, 114, 115 and 116
(relating to cabl, transmissions, sound recordings, etc.) A Royalty Tribunal of

20-344-73--43
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the type proposed In Chapter 8 of the Copyright Revision Bill could asdsure that
the per-page royalty rate Is reasonable. We believe that a range of $001-40.05
should Ile both fair and adequate. In addition, the publishers must themselves
establl., the agency for the collection and for the determination of pro rated pay-
ments to each publisher ', m in ASCAP-style operation).

2. SLA Opinion Reg( - g the Proposed ARL-ALA Amendment. SLA could
only support the propIost' amendment to § 108(d) If certain modifications were
to be Introdt-ed. Some of the modifications refer to the specific wording as sub-
mitt ,d, other modifications refer to the .elationship of 1108(d) to § 108(a) (1)
and 42).

2 1 SLA objects to the unnecessary Inclusion of the wrd, further, in §108(d)
(1) o! the proposed amendment:

'(1l The library or archives shall be entitled without further investigation., to
supply a copy of no more than one article or other contributions .. ."

In'luslon of the word, further. can mean that some other investigation is re-
quired. If the Intent of the proposed § 108(d) (1) is to implement the concept of
"fair use" (§ 107) the inclusion of the word, further, can result in interpretations
which will inevitably lead to delays in service to the user.

Although the proposed ARI-ALA substitute for the existing § 108(d) (1) states
library or archives entitlement to supply a copy of "no more than one article or
other contribution to a copyrighted collection or periodical issue ... (emphasis
sUlpplied)." it is principally periodical articles that must be photocopied In or for
mot special libraries. Morcover, time is usually of the essence. Hence, the jan-
guage of § 108(d) (2) in the proposed substitute requiring "reasonable irnestiga-
lion" for obtaining reprints or permissions to copy is a procedure that might
cripple the operations of most special libraries. A similar "procedural" require-
ment for obtaining "an unused copy" presently exists in 108(d) (1) of S. 1361.
It is certain that most special libraries would prefer either no requirement to
seek permissions or reprints of periodlcals especially, or, preferably, some means
of paying for all copying that might exceed a statutory limitation on "fair use"
however finally defined. In the event that multiple copies might be required, such
a proposed payment would also provide equitable payment to the publishers.

2.2 SLA objects to the underlined portions of the proposed § 108(d) (2).
"(2) The library or archives shall be entitled to supply a copy or phonarecord

of an entire work, or if more than a relatively small part of it, if the library or
archives has first detersined, on the basis of a reasonable investigation that a
copy or phonorecord of the copyrighted work cannot readily be obtained from
-tradc sources."

The second Italicized words, from trade sources, are even broader than the
existing 108(d) (1) In S. 1361, "from commonly known trade sources," and
therefore the proposed amendment is even less satisfactory. "Trade sources" is a
term used to include second-hand book stores, antiquarian book dealers, etc. If
the book Is "out-of-print" (that is, when the original publisher's stock is ex-
hliasted), the original copyright owner Is not deprived of aiy income if a copy is
purchased from a secon-lhand book dealer. The mechanism of using "Books-In-
Print" (published by the R. R. Bowker Co.. a Division of Xerox, New York) Is a
simple and straight forward mechanism. The information in "Books-In-Print" Is
supplied by the publishers themselves. (There is no comparable compilation for
periodicals.)

The first Itallcized words, If the library or arnhfves has first determined, will
result in very bad delays in oar opinion. The larger research libraries (from
whom most pihotocopies are requested) have, for a number of years, complained
publicly of insufficient staff even to service requests for photocopleil of only a
few pages. There is only a limited number of librarians (tin the larger resesrch
libraries) qualified to address intelligent queries to "trade sources."

2.3 Deletion of the Qualifying Clause In the first sentence of the propesed
§ 108(d): ". . . whose collections are available to the public or to researchers
In any speeiallied field."

This language simply emphasizes a quallifileation already stated In I 108(a) (1)
and § 108(aj'(2) that "(1) ... reproduction or distribution is made without any
purpose of direct or indirect commnercial advantage, (emphasis supp,ted) and (2)
The collections of the library or archives are (I) open to. the public .. (em-
phasis supplied)."

Without further definition of the meaning of this existing language, it maust oe
pnointed out that a majority of special library operaltions are conducted for pur-
posetfof - indirect commercial advantage" for parent business or industry. More-
over, a majority of these libraries are not usually "open to the public" nor to
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"researchers in any specialized field" if this language is further interpreted to
mean specialized research of a competitive nature as now defined in Clause (ii)
-of § 108(a) (2) of S. 1361, 93rd Congress.

Hence, the immediate concern of the Special Libraries Aszoolation in the
§-108 limitation on exclusive rights is the exception from this limitation by virtue
of the character of most special libraries-a -point not heretofore clearly ex-
pressed to Congress or widely understood by the other library aisociations who
have a wider public constituency. However. it is understood that it would be
totally inequitable to seek a further limitation on exclusive rights by insisting
upon the deletion of § 108(a) (1) and (2) language as it apparently applies to
special libraries. But we would insist upon the deletion of the "access" require-
ment that is repeated in the ARL-ALA proposed substitute for § 108(d) (1).

2.4 In summary, it is for the above reasons that Special Libraries Association is
seeking to reach an intermediate position of accommodation between the pub-
lishers and literaryv-authors on the one hand, 'nd other library associations on
the other hand by -way of establishing some method of collecting per-page royal-
ty copying fees in excess of "fair use" copying in special libraries-however, "fair
use" is finally defined in § 107 of S. 1361.

-In the view of this Association, it would be far mnore equitable for both pub-
lishers and libraries to establish a royalty or licensing mechanism that would free
both parties from the onerous routine of seeking reprints or permissions before
eopying out-of-print works.

3. Support for Proposed National Cotnmiesion. Proliferation of new, and ever
more specialized periodicals and other publications at constantly increasing
subscriptio · rates is a major cause of decreasing number of subscribers. This pro-
liferation of new periodicals began after World War II in the same time period
that photocopying equipment became more commonly available and more widely
used. All- decreases i% subscription income cannot be ascribed to photocopying.
Publishers- theniselve:-have not applied appropriate "birth control" or manage-
ment evaluation measures-to their own products. Unfortunately, no unbiased data
are available to sort out and evaluate the resulting:claims and counter claims.

Special Libraries Association wishes to emphatically state its support of Title
II of S. 1361 for the establishment of a National Commission on New Technologi-
cal Use of Copyrighted Works.

Special Libraries Association is aware of- the many contradictory points of
view and problems in interpretation that have been submitted to the Sub'com -

mittee. The Association wishes to record its commendation -of the Subcommit-
tee for its careful consideration and assessment of the many aspects of the copy-
right field.

F. . Ic.ICEN.A,
Executive Director.

PIERSON, BALL & DownD,
August 1, 1973.

Hon. JoHn L. ICCLELLAN,
U.S. Senate,
New Senate OOffce Building,
Washington, D.C.

DEAR SENATOR MCCLELLAN: It is my understanding that you have scheduled
hearings this week on S. 1361 before the Senate Subcommittee on Patents, Trade-
marks and Copyrights and that you will be hearing from a cross-section of rep-
resentatives of the various media on the copyright questions to which the proposed
legislation is addressed.

I am writing to you as Chairman of that Subcommittee with the request that
the substance of this communication be taken into considertion in your delibera-
tions. My communication is addressed to you in my -eaacit , as Chairman of the
Board of Sterling Communications, :Inc. whose whollj .,wned subsidiary, Sterling
Manhattan Cable Television, Iuc; operates the cable television system in the
southern half of Manhattah Island +Jhe largest cable system-!n the nation. Time
Inc., of which I am a vice preside',,, in turn owns almost 80i% of Sterling Com-
munications.

As you are well aware, although segments of 'he cable ind, ':;y still have
serious reservation, the industry generally has bten committea- for some time
to supporting the concept of pa: ment of a reasonable fee for copyrights. You are
also aware, of course, of the recent judicial decisions bearing upon this question
and the fact that they lend support to the:position that cable systems are not and
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should not encompass and be liable for copyright payments particularly where
they only carry broadcast signals from locai television stations. It is not my in-
tention in this letter to argue this point further beyond noting it and pointing out
that inevitably these added costs for copyright will have to be absorbed by the
cable subscriber. Thus, we will contribute to a situation where the viewer who sub-
scribes to cable, very often as a matter of necessity, will pay more for "free" over-
the-air signals simply because the over-the-air operations cannot deliver to him an
acceptable service in either diversity or quality. It may well be that such fees
should bi paid by the broadcast stations themselves in return for their enlarged
audi

the cable industry has advanced beyond these thoughts and my basic
; .riting at this time is to bring to the attention of you and the other

~L. ., .1· 'our committee the extent of the very heavy burden already placed
OL *· irious government regulatory bodies and to ask that you bear these
am. . .iind in setting the levels for copyright fees under S. 1361. For in-
stance, ... company, Sterling Manhattan Cable Television, already pays the
equivalent of 159%o of its gross subscriber revenues as a result of governmental
regulations. New York City charges a fee of 5%o of subscriber revenues while the
State has recently added an additional fee of 1%. The FCC, as you know, re-
quires a payment of $0.30 per subscriber and New York State regulation author-
izes payment of a fee to landlords in principle and past practice has led to an
average of an additional 2.3% for that purpose. In addition to our franchise fee,
we are required to pay a business real estate tax that amounts to another 7%o
and additional amounts to both the city and state as business income taxes 'e-
gardless of our overall profit and loss.

Your prolposed bill does establish a graduated scale for the copyright fees.
But, in fact, a company of the size of Sterling Mianhattan, which grosses approx-
imately $5 million a year in subscriber fees, will not be substanltially aided
by the proivsions in S. 1361 for payments at 1% and 2%o. Its practical rate of
payment will be-the maximum of 5%. This means- that the copyright payment
on the approximately $5 million revenue we :.zeive a year will amount to an
additional $250,000 annually. Thus, our corapa.-y will be paying a total of
approximately $1 million or 22% of our subscribe icome off the "top" of our
revenue before we begin meeting our own expt_ es, much less obtaining a
profit.

Senator, you and your associates'will recognize that it is extremely difficult
to operate a successful business on tis basis. In fact, Sterling Manhattan.
Cable Television has been operating at a substantial loss since its i.ception in
1965. It has accumulated losses of over $17 million. In its last fiscal year. it
lost some $5 million on operatijns and another $5 million in a write-off of capital
assets.

Our company has been engaged in cable television because of our faith in. the
future of the industry and it is our intent to continue to develop the southern
Alanhattan franchise. But at the same time, I am compelled to suggest to your
committee that the mounting burdens placed on this industry by government
regulation will greatly handicap our continued development in IManhattan and
will certainly act as a general deterrent to development of table television in
the more densely populated areas of the country. That depressiag effect on the
future of cable mna. be exactly the goal that vested interests in the media are
seeking. But I would note that the development of cable in this country has been
recognized as a matter of public interest by most members of the Congress and
declared offcially a goal of public policy by the Federal Communications Com-
mission.

Thus, T ask that you review carefully the schedule of payments listed in the
oill before your committee. I earnestly urge you to reduce the levels -now con-
templated to a maximum of three percent. Under no circumstances could we
possibly conceive of a revision upward as will probably be suggested by some
of the witnesses who will appear at your hearings.

I am of course prepared to respond to any questions you or your associates
may have in regard to the matters covered in this letter.

Sincerely yours,
BARRY ZORTIIAN-,

Chai'rman of the Board,
Sterling Comtmunication.s, I:c.
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TELEPROMPTER CORPORATION,
'cwo York, N.Y., August 9, 1973.

Re: S. 1361
HIon. JOHN MICCLELTAN,
Chairman, Senate Subcommiti'ee on Patents, Trademarks, U.S. Senate, Russell

Senate Office Building, Wash ington, D.C.
DEA.R SENATOR McCLELLAN: I have followed with great interest your recent

hearings on S. 1361. Because I believe that the resolution of this issue will have
a profound effect on whether or not the concept of broadband communications
and community CATV expression reaches their full potential, I have decided to
write you stating my views on behalf of TelePrompTer.

First, let me begin by stating that TelePrompTer is in favor of an omnibus
statutory copyright provision which would impose reasonable copyright fees on
operating OATV systems. We are in favor of passage of S. V161 if provision is
made for compulsory licensing of CATV systems for carriage of broadcast signals,
ik accordance-with FCC rules and regulations, and if there is a statutory sys-
tem of fees of the nature set forth in the statute. However, in view of the
compr 'iensive nature of FCC regulation in this area, the regulatory features
contained in Section 1ll of S. 1361 can and should be deleted.

S. 1361 currently contains a formula of statutory fees based on a sliding scale
ranging from 1 to 5%. Subject to periodic review of this formula, we note at
the outset that )uch a level is on the high side and imposes sul.stanlial economic
burdens on CATV development. Illustrative of the severe impact cf the proposed
fee schedule of TelePrompTer is the fact that the copyright payiments due for
the first six months of 1973 would have amounted to approximately 17% of
TelePrompTer's after tax CATV income for that period.

As you -know, TelePrompTer is the leader and innovator in what is now the
CATV industry but wh,,t has promise of becoming a new "broadband com-
muDications" industry sc-ving all parts of the country, both rural and urban.
Since the industry is heavily capital-intensive and since TelePrompTer and
the rest of the industry are financed in large part by the public equity market,
an impact on income of the magnitude that the proposed fee schedule of S.
1361 would impose would have a highly leveraged, adverse effect on TelePromp-
Ter's ability to finance t,; future plans. As a result, TelePi ml)Ter would not
be able to flliance and build systems. and deliver on the promise of broadband
and community-oriented communications, as it is now in the process of doing.
Although I most definitely agree in principle that a comprehensive bill contain-
ing a sliding fee schedule is just and should be implemented, I respectfully sub-
mit that a fee schedule at least 50% lower than that presently contemplated
by S. 1361 would be just and appropriate.

Very truly yours,
WILLIAO J. BRESNAN, President.

U.S. SENATE.
COMrMIrTErE ON CO-1MIERCE,

Washington, D.C., July 31, 1973.
Hion.-JOHN L. MICCLELL.AN,
Chairman, Subco,.,mittee on Patents, Trademarks, and Copyrights, Russell iuild-

ingq, U.S. Senate.
DEAR MR. CIrA-RMAN: Thank you for giving me the opportunity to present

my views with pect, to certain aspects of S. 1361, a revision of the Copyright
Law, title 17 of the U.S: Code.

I am pleased to plubmit for inclusion in the hearing record some brief com-
me.tr on certain provisions in the bill which are of substantial interest to me.

Sincerelgy,
JOHN V. TUNNEY.

STATEMENT BY SENATOR JOHN TUNNEY

MIr. Chairman: I welcome these additional hearirgs because: hopefully they
-will bring us-closer to the enactment of the copyright revision bill. The decades
since the enactment of the Copy right Act of 1909 have seen thedinvention of radio,
television, cable television, and many other new technologies which have radi.
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cally enlarged the range of communications. These new inventions have led not
only to obsolescence of the old technologies of communicating literary and artis-
tic works to the public, but have also greatly increased the complexity of the
economic forces which guide the production and consumption of such works.
One basic goal of the copyright law, 1however, remains unchanged: To encourage
the creation of literary and aitistic works. by providing financial reward to'
those who create them.

Copyright is a concern to all the inhabitants of the United States, but it Is
of particular importance to the people of Califoi'nia. Most programs are pro-
duced there and constitute the lifeblood of motion picture theatres, television
stations, and cable systenms hriioughout the nation. Copyright protection is an
important incentive to the production of motion pictures. I have watched with
great concern the shaping of copyright law revision dealing with the protec-
tion of copyrighted works when they are retransmitted from broadcasts by cable
systems for profit without the consent of their copyright owners and without
payment to the creators of -these works. Let me add that this concern is shared-
-not only by the producers of motion pictures and othtr producers'of copyrighted
television programs, but by the actors, writers, directors, composers and by all
the members of the various crafts and trades which contribute -to the produc-
tion of these programs. These talents and' workers do not ~hold- copyrights of
their own. They must necessarily look in part to the copyright fees collected.
b0 the producers for their own compensation, be it by cway of initial payment
or, under union agreements. as -residuals based o,. the - se and reuse idfthese
programs on television. It is obvious, therefore, that if the producer collects
nothing or little for.the use of the progrm,in those who contribute to the produc-
tion are also deprived of fair compensation.

I do not have to dwell here on the financial difficulties encountered by many
of the producers of motion pictures in my state. Nor would it appear necessary
to niiention details regarding the severe unemployment ,.hich exists in the
motion picture industry.

Also of enormous importance to my state and the nation is the cable industry.
While still in the development stages, priedictions are that within the instant
decade cable television may supersede broadcast television to the extent of sixty
percent or more. JWhile I 'do recognize that many cable stations have realized(
little or no profit as yet, to date even those cable systems which are in the black
have not made any contribution to the cost of producing the films and tapes con-
tained in the broadcasts whose signals the cable systems retransmit to their
subscribers. A recent decision of the Second Circuit, now on appeal to the Su-
preme Court, mandates the principle of copyright payments for retransmission
of films and tapes. I also understand that the principle of copyright payments
was included in a Consensus Agreement entered into last year between the CATV
and motion picture industries. The Consensus Agreement specifically provides
for arbitration of royalties in the event that the parties should be unable to agree
on the amount of the payments in time for inclusion into the copyright bill.

As the situation has evolved, cable operators and copyright owners have not
been able to agree to-a fixed fee and they have not arbitrated what the-appro-
priate royalty should be. S. 1361 provides, in section III (d) (2), for a graduated
system of fixed royalties which the copyright owners say are too low and the
cable industry say are too high but acceptable. It is a fair and reasonable royalty
rate under the compulsory license, but a wiser course for the Subcommittee to
follow would be to provide for an independent rate-setting agency such as the
Copyright.Royalty Tribunal in thbeLibrary of Congress, the creation of which -is
already foreseen by-the bill S. 1361 for the purpose of:adjusting copyright rates.

There is ample precedent that similar responsibilities of the Congress in setting
rates have been delegated appropriately and successfully to independent rate-
setting ,aencis who proceed to fact-fnding. hear economic evidence and -then
prepare or approve schedules submitted by the parties. -This road has'been fol-
lowed1-hoth on the national and- state level. Air fares are set by the Civil Aero-
nautics-Board, railroad rates are approved by the Interstate Commer'ce Commis-
sion both for passenger and freight transportation. telephone rates are subject
to approval by the Federal Communication; gas and electric power rates are ap-
proved by public utility commission. What all these rate-setting procedures have
in common is that they involvecomplex facts and economic impact considerations
which would make it too burdensome for the Congress. to' devote the time and
staff efforts necessary to do justice to the parties concerned as well as to the
public.



669

It seems to me that this -principle is acknowledged by Sections 801 and 802
of the bill S. 1361 which provide for a readjustment of the royalty rates in peri-
odic intervals. Surely, if the Congress has the power to delegate to the Tribunal
the readjustment of the fees, it should have equal power to entrust this Tribunal:
with the setting of the rates from the outset.

Without such careful investigation which only a body having the time and
expertise to weigh the facts and economic arguments before it can afford, -the
rates assessed may be either to6 high or too low. If they are too low, they would.
do unjustifiable harm to the program producing industry. If they -are too high,
they would be doing unnecessary damage to the cable industry.

The creative segment of our society has always enjoyed the special care and
solicitude of the Congress because their talents and skills constitute a national
treasure which would be lissipated only at the peril of reducing the vitality and.
quality of our cultural life. I, therefore, urge that very careful consideration be
given to the need for adequate compensation of all those who create copyrighted
works, and that where payments by cable systems are concerned, the best method
to achieve this result will- be to entrust the Copyright Royalty Tribunal in the
Library of Congress or a similar Tribunal with the difficult task of setting rates.
from the outset.

COWAn, LIEBOWITZ & LATMAN, P. C.,
New York, N.Y., August 7, 1978.

TnHOMAS C. BRENNAN, Esq.,
Chief Coutnsel, Subcommittee ot Patents, Trademarks and Copyrights, Russell

Office Building, -Washington, D.C.
DEAR MR. BRENNA.N: At the hearing held on July 31, 1973 in connection with

the revision of the Copyright Law a point arose on which we would specifically
like to comment for the record on behalf of our client, The William & Wilkins
Company.

Both Sen. McClellan and Sen. Burdick expressed concern as to how a copyright
licensing program in the area of library photocopying could work without undue
administrative headaches. :' e Williams & Wilkins plan is one solution to the
problem. It works as follows:

Individual subscribers are charged the basic rate ranging from $10 to $60
and averaging $30. Local libraries would be charged an institutional rate which
would be theibasic rate plus a photocopying license fee. This photocopying fee
ranges from $1 to $10 above the basic rate, depending on the size of the journal
and its vulnerability to photocopying, and averages $3.65. This fee would be paid
at the time the subscription was ordered or renewed and would permit the library
to make within the -library single copies of articles -for its normal patrons. It
should be noted that this is not an annual fee. It is paid once and lasts for the
56 year life of the copyright of each volume. If a library states that it does not
photocopy, the $3.65 will be refunded. If the library does not have a work to-
photocopy, it can order a photocopy from one of some 500 lending libraries in the
inter-library loan complex which would have a broader blanket license to photo-
copy, for a rate which would be up to twice the institutional rate.

Thus, this plan requires no bookkeeping. If a student in North Dakota wanted
a copy of an article published in a Williams & Wilkins journal he would have no
trouble in obtaining it. The library- may charge him its expenses, as some do now,
for obtaining the copy and might choose or not to add a few cents extra to help
defray the cost of tha subscription.

This simple plan -is not presently in effect because the library community
refuses to consider it until the Williams & Wilkins case is decided by the Court
of Claims. Other publishers have not proposed licensing plans because of the
hostile reaction to the Williams & Wilkins proposal. However, if the Court decides
in Williams & Wilkins favor, fair use in this area will have been defined and
publishers and the libraries can easily work out satisfactory licensing arrange-
ments. After all, if- a way could be found- to collect music royalties fro'mi every
bar and grill in the United States this relatively simpler problem can, we are
sure, also be resolved.

Very truly yours,
ARTHUB J. GREENBAUer.
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XEROX CORPORATION,
Stamford, Cont., August 9, 1973.

Re: Hearihgs on S. 1361, The Copyright Revision Bill
TnoMAS C. BRENNAN, Esq.,
Chief Counsel, Committee on the Judiciary, Subcommittee on Patents, Trade-

marks and Copyrights, U.S. Senate, Washington, D.C.
DEAR MR. BRENNAN: During the Subcommittee Hearings on the morning of

July 31st, counsel for one of the witnesses made an oral comment that has been
interpreted by some as nletning that Xerox Corporation has a photocopier which
can determine automaticall: the number of pages of each publisher's copyrighted
materials which have been ;,opied.

Xerox copiers do have a counter to count the number of photocopies made.
However, Xerox copiers do not have now-nor do we foresee ~he future tech-
nology having-the capability to discriminate automatically so as to classify
copies made of works now in print in terms of source or of copyright status.

I would appreciate it if you would accept this letter as part of the record in
order to clarify the situation insofar as Xerox Corporation is concerned.

In addition, I would like the letter to you of November 30, 1972 from C. Peter
McColaugh, Chairman, Xerox Corporation, (a copy of which is enclosed for your
ready reference) be made part of the record. I conclude by reiterating the last
paragraph of the letter from Xerox' chief executive:

"Todav, with a greater sense of urgency, we encourage you and the Subcom-
mittee in your efforts for enactment of copyright revision by the 93rd Congress."

Sineerely,
ROBERT L. SHAFTER,

Counsel, Copyrights d Trademarks.

XEROX CORP.,
Stamford, bonn., November 30, 1972.

Re Copyright revision bill.
THOMAS C. BRENNAN, Esq.,
Chief Counsel, Committee on the Judiciary, Subcommittee on Patents, Trade-

marks and Copyrights, U.S. Senate, Washington, D.C.
DEAR MR. BRENNAN: Thank you for your letter of September 19 on behalf of the

Senate Subcommittee on Patents, Trademarks and Copyrights.
Xerox Corporation recommends the expeditious enactment of the pending gen-

eral copyright revision since the bill, as a whole, is a sufficiently substantial ad-
vance over the present law-dating from 1909-to warrant prompt and favorable
action by the Senate.

We also commend the voluntary efforts, albeit unsuccessful, of several publish-
ing and library representatives for a detailed consensus on library photocopying.
But we do not propose any changes in connection with the bill. Of course. if re-
vision hearings are held by the Senate or the House, Xerox may request the op-
portunity to submit a statement.

We believe that statutory improvements, even those that may reflect pragmatic
compromises, continue to be the necessary next step towards resolution of the
challenging copyright problems surrounding the generation and prompt dissemina-
tion of information. In 1965, Xerox wrote the House Judiciary Committee: "We
view with a sense of urgency the need to provide (copyright) legislation that is
meaningful and effective ... the protection of legitimate rights of authors is vital
to the dissemination and exchange of information ... sound copyright legislation
is indispensable to the enrichment of our society.. ."

Today, with a greater sense of urgency, we encourage you and the Subcom-
mittee in your efforts foi enactment of copyright revision by the 93rd Congress.

Sincerely,
C. P-rTF McCOLoUGar,

Ohairman.

NEw YORK, N.Y., August 8, 1973.
Re Copyright law revision, S. 1361, 93d Congress, first session.
Ion. JOHN L, MCCLELrAN,.
U.S. Senate, Committee on the JudWotary, Subcomm4ttee on Patents, Trademarks

and Copyrights, Senate Office Building, Washington, D.C.
DEAR SENATOR MCCLELLAN: I wrote to you on January 26, 1973 and February 12,

1973, concerning the injury which I thought might inadvertently be done to
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people who make, exhibit or sell works of fine art under the proposed Copyright
Law Revision legislation. Copies of those letters are enclosed for your convenience.

I understand that the Subcommittee on Patents, Trademarks and Copyrights is
holding hearings on S. 1361 with a view to resolving open questions. I urge the
Committee, at this time, to pay attention to the plight of the artist and to revise
the bill to eliminate those provisions which would result in immediate forfeiture
of rights in works of art simply by the act of putting them on public display.

I respectfully submit that the definition of "publication" contained in Section
101 of the proposed Copyright Law Revision bill, which includes "public display"
of a copy (which-includes the material object in which the work is first fixed);
serves no legitimate.public interest and will work severe hardship upon countless
artists whose only avenue toward public recognition of their talents is to dis-
play the originals of their works.

The Copyright Revision Bill, in its proper concern for defining the rights
and obligations of creators and users of works which must be mass produced
by experienced technicians in order to be disseminated and which constitute
the bulk of works subject to copyright protection, fails to recognize the essential
difference between work of fine art and other copyrighted works.

A work of fine art is, almost by definition, unique and not reproduced in many
copies. (I recognize that there are exceptions, such as limited editions of fine
prints or sculpture, and perhaps since these editions must be manufactured by
technicians, it might be argued that the ordinary copyright notice provisions
should apply to them.) "Publication" of a work of fine art under the proposed
Copyright Revision Bill can be made by the artist, the gallery owner, or anyone

*else totally ignorant of copyright requirements who acquires a work and puts
it on display. To allow a manufacturer of greeting cards, wallpaper or calendars
to make endless commercial reproductions of a work of fine art without paying
the artist anything just because the original of the work was displayed to the
public without a copyright notice seems to me to be grossly unfair and not justi-
fied by any public interest.

It is respectfully submitted that in order to avoid massive loss of rights in
works of art by unknowing and unsophisticated artists, dealers and owners of
those works who invariably display the originals without any copyright notice,
the Copyright Law Revision Bill should be amended to provide specifically that
the public display of an original work of fine art does not constitute publication.

I enclose for your consideration a reprint of an article I wrote which appeared
in the Summer 1973 issue of the magazine "ARTnews." This article, entitled
"For a Copyright Law to Protect the Artist," contains other recommendations
for changes in the copyright revision bill intended to provide adequate protec-
tion to the artist while, at the same time, safeguarding any legitimate public
interest in access to works of fine art.

Respectfully submitted,
CARL L. ZANGEr.

[From ARTnews Summer 1973]

'ALMOST NO ONE IN THE FINE ARTS FIELD HAS ANY IDEA AE.OUT THE COPYRIGHT
LAw'

(By Carl L. Zanger ')

A workshop o ·the legal and business problems of artists, art galleries and
museums was conducted recently by the Practicing Law Institute, and I par-
ticipated as an expert on copyright problems arising both under the present copy-
light law and under the revision bill that had been pending in Congress for
many years.

The workshop was attended both by practicing lawyers and representatives
6d art gallriles-andnlmuseums and by others with an interest in the arts. And
again I was made aware of-the fact that almost no one active in the fine arts
field-whether artist, gallery, -museum, or lawyer-has any idea about the
copyright law as it applies to the fine arts. It follows that they almost never
obtain Federal copyright protection.

This widespread ignorance of copyright requirements has resulted in whole-
-sale forfeiture by artists and their dealers of invaluable rig: ts in works of art.
Unless the art community in the U.S. achieves a better understanding, the scan-

1 CarlL. Zanger is a new York attorney and lecturer on copyrights problems of artists.
He is a member of the Committee on Art of the- Association of the Bar of the City of
New York.
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dalous practice of wholesale destruction of essential rights in works of art
is likely to continue.

Under the U.S. copyright-law, if a work of art is "published" without the form
of copyright notice specified by-law, the work goes into the public domain. This
means that anyone can reproduce and sell copies of it for any use whatever-
calendars, wallpaper, postcards or anything else-w thout permission of the artist
or the owner of the-work and without having to pay anyone for the right to-use
the work..

The copyright notice required under the law-consists in its most expanded form
of the word "copyright," the abbreviation "Copr," or the symbol ©, the name of
the artist and year of publication. This notice may appear on the front or the
back of the-work, or on the permanent base, mounting or any other accessible
part of the work.

In practice, almost no paintings bear copyright notices. In practice, almost no
fine prints or sculpture (either those that are singly made or those that are part
of larger editions), bear copyright notices. In practice, the world art community
assumes-probably incorrectly under U.S. copyright law-that the artist retains
the copyright in his work, even-though the work is exhibited without restriction
to.the general public in a gallery or museum, and is offered for sale either singly
or in multiple copies without any copyright notice.

The unfortunate result of the current widespread ignorance of copyright re-
quirements is that most works of art that have been displayed publicly or offered
for sale either in single or multiple copies have been "published" within the
meaning of the copyright law. They are therefore in the public domain in the
United States. unless the exii'ition or sale ivas made under circumstances -that
either expressly or implicitly restricted the use the public could make of the worl.

W'hy do artists neglect to copyright their work? Many who think about it at all
resist using a copyright notice for fear of "cheapening" their work by making it
appear to be commercial. Some may-think that the notice must appear on the front
of the work. And there are those who take the position that the conventional
display in a gallery or museum does not amount to "publication." Except in un-
usual circumstances, this is an incorrect understanding.

For more than 15 years Congress and the U.S. Copyright Office have been try-
ing to write a revised copyright law-the first general revision since the present
law was enacted in 1909. This effort has been stalled for years by powerful and
well-financed special-interest groups seeking preferred rights in copyrighted prop-

erty.
The copyright revision bill introduced by. Senator John McClellan in the cur-

rent session of Congress establishes a simple pattern, as follows:
1. The public display of a copy of a work (which by statutory definition in-

cludes the original) constitutes "publication" -of the work.
2. Copyright notice (the symbol © or the word "copyright" or the abbrevation

"copr." with the yea' of first publication and the name of the copyright owner)
must be placed on all publicly distributed copies of the work (including the
original).

3. The location of the notice is to be established under rules to be adopted
by the Copyright Office.

4. Copyright protection is forfeited if the required notice does not appear on
copies of the work publicly displayed.

Taken together, these provisions would idestroy the slender thread on which
the art community pins its understanding that statutory copyright notice is not
required for the protection of works of art. The proposed law would specifically
-overrule court decisions that hold that the display of a work of art under cir-
cumstances in which use and copying are carefully restricted does not constitute
publication.

I find it difficult to believe that whoever drafted the bill intended to achieve
such-a result.

The copyright revision effort, which is being renewed in the current session of
Congress,,provides an opportunity to furnish statutory support for-the practices
and understandings that have evolved in the art coimmunity. I would make three

-specific proposals:
First. there is no reason why the same kind of copyright notice that' is used

for books and--other kinds of property (which are "ipublished" only after they
have been manufactured and, then widely disseminated in numerous copies)
should be used for works of art, which the law as.drafted would say are piub-
lished when +he artist puts them up for public display. JuFc as a manuscript is
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not "published" until it is reproduced in multiple copies and widely disseminated,
the law should provide that a work of art is not "published" by display of the
original, but only if and when copies are made and disseminated.

Second, to stem the huge loss of rights in works of art, the revision bill
should provide that copyright notice for works of art may consist only of the
name of the artist and the year. (This could result in loss of protection in many
countries overseas-which can be achieved under international treaty only if the
symbol ( is also included in the copyright nitice-but at least it would prevent
total forfeiture of all rights.)

Finally, the bill should provide that wLenever copyright notice is required
to prevent forfe:ture of rights in a work of art, that requirement should be
deemed to be satisfied if the notice is placed on the front, back, permanent base,
mounting, frame or any other accessible part of the wyork or-any accompanying
card or placard used to-identify the work in normal use.

Each of these changes can easily be made in the copyright revision bill but
*uniess the art community musters its strength to persuade Senator McClellan
·and other members of Congress to include acceptable provisions in the copyright
-revision bill, the scandalous loss of copyright protection of works bf art will
-continue.

NEw YORK, N.Y., Jcnuary 26, 1973.
Re: Copyright Law Revision
I-on. JORNr L. MCCLELLAN,
· U.S. Senate, Committee on the Judiciary,
Senate OfPe Btuilding, Waashington, D.C.

DEAR SENArOR MCCLELLAN: AS a member of the Committee on Art of the As-
sociation of the Bar of the City of New York and the Committee on Copyright
-of the New York State Bar Association, I was asked to lecture at a workshop
conducted by the Practicing Law-Institute here in New York concerning the legal
and business problems of artists, art galleries and museums My assignment was
to discuss copyright problems, arising both under the present copyright laws and
under the proposed copyright law revision.

During the course of the workshop, which was attended both by practicing
attorneys and representatives of art galleries, museums and others with an
interest in fine arts, I was reminded forcibly of the fact that almost no one
active in the fine art field-whether artist, gallery, museum, or attorney-has any
idea about the copyright law as it applies to the fine arts.

As a practical -matter, people involved with the fine- arts almost never secure
federal. copyright protection, and, as was demonstrated in the recent case in-
volving the Chicago Picasso monumental sculpture (Letter Edged in Black;
Pre8s, Inc. v. Putblic Build.ig Commnision of Chicago, 320 F. Suppl 1303 [N.D.
Il., 1970]) when they try to secure statutory copyright protection, it's often too
late. The art world doesn't understand federal copyright law, thinks that plac-
ing a copyright notice on a work is both an aesthetic insult and too "commercial",
and in general reacts emotionally against securing copyright protection on the
ground that it's not necessary and undignified.

In practice, almost no paintings by any American artists (or by artists of
any other nationality) bear a copyright notice. In practice, almost no fine prints
or sculpture (both those which are singly made and those which are part of
larger editions) bear a copyright notice. In practice, the art community
throughout the world assumes (probably incorrectly under the U.S. Copyright
Law.)-that the artist retains the copyright in his work, despite the fact that the
work is exhibited without restriction to the general public in a gallery or mu-
seum, and is offered for sale either singly or in multiple copies without any copy-
right notice.

I know that revision of the copyright iaw has been a major concern of yours
for many years, and that a large number of powerful economic forces have been
·engaged in fierce combat over the precese form that the copyright revision pack-
age will take. However, in all the struggles and conflict. I don't think anyone
has fully considered the impact of the proposed copyright revision on the art
world-that is, those who make, exhibit or sell works conventionally considered
to he works of art.

The copyright revision bill introduced in the last session of Congress (S644)
provides in Section 302(a) that in geheral copyright in a work created after the
effective date of the bill subsists from its creation. Section 391 (a ) eliminates the
so.cnlled "common law copyright" with renect to all works. Section 4.01 pro.
vides that copyright notice shall be placed "on all publicly distributed'.copies
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from which the work can be visually perceived" and Section 4.05 makes clear
that if the notice is omitted, copyright is invalidated unless the omi-,sion is ex-
cused under the terms of that section.

Assuming that the term "copy" as used in Section 4.01 of the proposed law in-
cludes the original of a work of fine art (as it does under the present copyright
law), the total impact of these provisions on works of fire art will be to elimi-
nate a cops right protection from the vast majority of works created by American.
artists. I am sure that such a result was neither contemplated nor intended.
However, in viexw of the traditional, deeply entrenched reliance by the art world
on common law copJ right protection, this unfortunate result will inevitably
follow. I should point out that the impact is likely to be particularly severe
on inexperienced new artists, who know only that they have pictures that they
want to make and to have exhibited wherever they can, and do not have any idea
about legal formalities for copyright notice required to protect their creations.
All the young artist knows is that Rembrandt, Picasso and all of his other
heroes never put © on a painting, and he is not likely to have an attorney to
advise him that the law was changed.

In addition to the emotional reaction that many artists have against using a
copyright notice for f ar of "cheapening" their-work by making it appear to be too
commercial, a large number of contemporary artists do not so much as sign their
work because they feel that signature disrupts the aesthetic unity of the compo-
sition. These artists view the copyright notice as a further desecration of-their
work.

I know that it is very late in the history of copyright revision to pose yet-an-
other problem. However, I respectfully submit that the most ,ecent versions of
the copyright revision bill fail to consider the special situation of fine artists,
and may work inadvertent hardship on a vital segment of our cul .mral life.

The solution to the notice problem for works of art is not an easy one. However,
I respectfully suggest that in the case of wor:ks of art, the requirement that
copyright notice be placed on copies of works should specifically exclude original
works of art, and that whenever a notice of copyright is required to obtain pro-
tection for a work of art, that requirement should be sat!:;filed if on some reason-
ably accessable portion of a work (perhaps subject to standards set by the Copy-
right Office), the name of the copyright propretor appears together with the
date of the work. This will conform substantially to current practice by artists,
and would avoid wholesale destruction of the property rights of artists through
inadvertence or lack of understanding of the new legal requirements.

I will be happy to discuss this matter further with the Committee or its counsel
either in person or on the telephone and to provide whatever additional informa-
tion or assistance I can.

Thank you for your attention to this problem.
Respectfully,

CAnL L. ZANOEr.

FEBRUARY 12, 1973.
Re: Copyright Lair, Revfflon
Hon. JOHN L. MCCLELLAN,
U.S. Senate, Committee on the Judiciary,
Senate Ofice Building,
Washington, D.C.

DEAR SENATOR MCCLELLAN: This will supplement my letter of January 26,
1973 in which I called attention to the injury which I thought might be done to
people who make, exhibit or sell --. rks of fine art under the Copyright Revision
Bill introduiced in the last session, ' t1ongress (S. 644).

In my letter of Jnanuary 26, I onalned what I thought were the pertinent pro-
visions of S. 044 that would operate to deprive artists of the protection they now
think they have under common law copyright. I neglected in that letter to point,
out that the definition of "publication" in Section 101 provides, in pertinent part,
that publncation is the distribution of copies of a work to the public, and that
public display constitutes publication. I also neglected to point out that. the
definition of "copies" in Section 101 provides that the term "copies" includes the
material object in which the work is first fixed.

Under present law, the public display of a work of art does not constitute
publication if the public understands that no copying of the work may take place.
A.mnerlcan Tobacco C(ompany v.Verckmetster, 207 U.S. 2_, (1907. The Copyright
Law Revision Bill would revere. ~ this decision.
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I respectfully submit that the Copyright Law Revision Bill provides an excel-
.lent opportunity to furnish statutory support for the practices and understand-
ings--which have evolved in the art community and that the definition of publica-
tion and the notice requirements for works of art contained in the proposed
Revision Bill be modified to reflect these practices. Specifically, I suggest that the
Bill provide:

1. That the public display of a work of art does not constitute publication;
2. That the copyright notice for workL of art may consist only of the name of

the artist and the year; and
3. That the Bill provide expressly that where notice is required for works

of art, it may be placed on the front, back, permanent base, mounting, frame or
any other accessible portion of the work, or on any identifying card or placard
which accompanies the work and is used to identify the work in normal use.

Respectfully,
CAnL L. Z-AxGE/.

O


